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PREDICTABILITY IN ECONOMICS 


BY PER JACOBSSON 


Economists have often been ridiculed because 
of the many mistaken forecasts they have been 
guilty of making, but there are also cases where 
they have shown great foresight and have accura- 
tely foretold what would happen. In 1930, for 
instance, when the U. S. Congress adopted a sub- 
stantial increase in the country’s already high 
tariff, some three hundred American economists 
signed a statement in which they predicted that 
if this increase were to be approved by the Presi- 
dent and thus became the law of the land the 
result would be a marked contraction in inter- 
national trade, with disastrous consequences for 
the United States itself, which by then had al- 
ready become the world’s most important creditor 
country. As subsequent events showed, that time 
the economists were only too right in issuing their 
solemn warning. But it must be admitted that 
against this and other examples of successful 
forecasting can be set a long list of predictions 
which have turned out to be quite wrong. In 
1930 Keynes confidently expressed the opinion 
that the fall in the quotations on the New York 
stock exchange which had started in the autumn 
of 1929 would soon come to an end and would be 
replaced by a rapid recovery characterised by 
large-scale industrial expansion. And towards the 
end of the second world war the great majority 
of the world’s economists seem to have thought 
that within a year or two after the cessation of 
hostilities a post-war depression would set in the 
development of which into another devastating 
deflation could be prevented only by the taking 
of very far-reaching expansionist measures. There 
seem to have been only a few who realised that 
the real problem would be just the opposite, 
namely, that of arresting the inflationary tenden- 
cies inherited from the war.* 


+ In his book »Konjunkturer och ekonomisk _politik» 
(published in Stockholm in 1953) Professor Erik Lund- 
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One reason for the unsatisfactory character of 
most of the forecasting that has taken place in 
the past is, of course, the fact that economics is 
a young science, many fields of which have been 
only partially explored and — what is equally 
important — in which the relationship between, 
on the one hand, its elaborate theories, built up 
on a number of more or less arbitrary assump- 
tions and, on the other, the actual facts of eco- 
nomic life as revealed by current statistics and the 
results of specialised enquiries is often by no 
means as close as might be desired. There is as 
yet no adequate system of combining theoretical 
deduction and the observation of what actually 
happens so that the validity of the theories can be 
properly verified. It is not seldom the case that 
economists who work with so-called “models” and 
whose training, indeed, has accumstomed them to 
stating precisely the set of circumstances to which 
their reasoning applies suddenly begin to regard 
their “models” as corresponding to the conditions 
of actual life, without realising how great a gap 
often exists between the two. 

But there are also other reasons why it is par- 
ticularly difficult to forecast future economic 
developments. It is pertinent in this connection to 
recall that modern scientists with a philosophical 
bent are generally keen to insist that so-called 
natural laws, for instance in physics and chemis- 
try, are essentially to be regarded as statistical 
evidence of a recurrent sequence of events; when 
it has been observed that, without exception, B 
follows A the scientist feels himself justified in 


berg has mentioned a few investigators who can actually be 
quoted as having stated that they did mo? believe in the 
emergence of a post-war depression. To the examples cited 
by him may be added the Bank for International Settlements 
in Basle, which, in its Fourteenth Annual Report, published 
in December 1944, in an analysis of some ten or twelve pages, 
reached the conclusion that in view of the high degree of 
liquidity which would prevail in almost every country after 
the war the greatest likelihood was that of continued infla- 
tion. 
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formulating the “law” that B is a consequence 
Oey 

In a number of fields economists have been able 
to observe a recurrence of events which has en- 
abled them to formulate “economic laws”. When 
there is a shortage of wheat which is due, for 
instance, to a scanty harvest, the price of wheat 
in a free market will rise according to the law of 
supply and demand ; and when new bank-notes are 
printed and used to cover a government deficit 
there will, as a rule, be evidence of inflationary 
tendencies (in the form either of a rise in prices 
or of a deficit in the balance of payments or 
both). It is as well to note the reference to a “free 
market”, for if the government steps in and fixes 
a legal price for a commodity which is in short 
supply, at the same time introducing a system of 
rationing as was done during the war, the result 
at least at first, is bound to be radically different 
from what would have happened on a free market. 
This possibility brings us face to face with one 
of the difficulties which beset those who study 
economics (or carry out other investigations into 
human behaviour) and that is that human beings 
are able to learn from the past. Therefore, not 
only political and monetary authorities but also 
ordinary business firms and individuals may alter 
their behaviour and reactions when they become 
aware that a new tendency has set in, the probable 
effects of which they think they are able to judge 
from past experience — and they may in that 
way significantly modify the course of the whole 
development. Thus, in the second world war the 
authorities had the advantage of the experience 
gained during the great conflict twenty-five years 
earlier, and that was one of the main reasons why 
they proceeded to impose from the very start a 
régime of comprehensive controls; as a result the 


1 Tf one follows what until a short while ago could be 
considered the prevailing philosophical fashion one should 
not, it seems, say that A is the »cause> of B, for one 
must wot, express an opinion regarding the validity of a law 
of causation, it being even regarded as incorrect to assume 
such an »inner connection» between various »events* as would 
be implied by the use of the words »cause> and »effect». 
A layman in philosophy cannot help wondering whether such 
reluctance is at all justified by one’s everyday intuitive ex- 
perience. In business affairs, for instance, some people are 
capable of sensing an inner connection between various eco- 
nomic happenings, which would mean, as it were, that the 
. effect is already implicit in the cause, as has indeed been the 
view of many famous philosophers. 


cost and price movements were altogether differ- 
ent from what they had been like twenty-five 
years earlier, not only while the war lasted but 
also in the subsequent post-war period. 

This does not mean, of course, that by their 
intervention the authorities are able to arrange 
economic matters exactly as they would like to do, 
for economic affairs generally have a way of their 
own and it must not be thought that the immediate 
effects will always last. To take one example: by 
the controls imposed during the second world war 
the authorities were able to moderate, while the 
war lasted, the rise in commodity prices, but after 
the war it was found that even the richest coun- 
tries in the world and in particular two countries 
which did not devalue their currencies — the 
United States and Switzerland — had to put up 
with a doubling of their general level of prices as 
compared with the 1938 level — a rate of increase 
which would have been regarded as altogether 
intolerable were it not attributable to so grave an 
emergency as a world war. With the return of peace 
the goal had to be to secure a stable measure of 
value under conditions which would furnish a 
basis for continued economic growth. Of great 
interest in this respect are the policies pursued by 
the American authorities in 1953—54. It will be 
remembered that a considerable stir was created 
in the autumn of 1953 when Mr Colin Clark 
prophesied in two articles in the “Manchester 
Guardian” (of 16th and 17th November 1953) 
that on the basis of experience gained in previous 
periods of business fluctuation there was a likeli- 
hood of a serious decline in business activity in 
the United States, the indications being that by 
the middle of 1954 the employment figures and 
similar indicators of the state of business activity 
in that country would be back at about the 1949 
level, i.e. the lowest since 1945. Colin Clark went 
as far as to say that he feared that business might 
plunge even more deeply unless the authorities in 
the United States took some very strong measures 
against such an eventuality. 

Now, however, at the beginning of 1955 we 
know that the 1953—54 recession was exception- 
ally mild and that the year 1954 was actually the 
best in American business records with the sole 
exception of the preceding year. Already by the 
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late autumn of 1954 there was substantial evidence 
of recovery. Instead of the very strong measures 
which Colin Clark had thought necessary it had 
in fact proved possible to assist the recovery sim- 
ply by adopting a policy of cheap money and by 
introducing a reduction in taxation more or less 
equivalent to the reduction in expenditure; the 
U.S. authorities were able by these means not 
only to avoid any sharp drop in business activity 
but also to steady the general level of commodity 
prices, thus sustaining economic activity in other 
countries too. No doubt public confidence in the 
American Government’s way of handling its 
affairs played an important part, particularly in 
keeping investment activity at a fairly high level. 
It cannot, of course, just be taken for granted 
that in another recession similar conditions will 
prevail and similar policies be pursued, but it is 
certain that what has happened in the two years 
1953 and 1954 will be carefully studied and noted 
for future guidance. 

In the period before the first world war during 
which the general lines of monetary policy still 
conformed more or less to the rules of the gold 
standard one could, up to a point, be sure what 
action would be taken under given circumstances ; 
but since the breakdown of the gold standard in 
the early 1930s there has not been the same cer- 
tainty. Not only does the political orientation of 
those in power play an important role but there 
may be certain broad currents of opinion which 
will bring about a sequence of events deviating 
strongly from what one would consider at all 
likely in the country concerned. In illustration of 
this statement three particular examples may be 
quoted : 


The first example relates to Germany in the 
1930s. After Dr Hjalmar Schacht had become 
President of the Reichsbank in the spring of 
1933 and Minister of Political Economy in the 
summer of the following year he was able to 
embark upon a re-employment policy, which, 
as he explained, only a strong government could 
have carried through. In a few years time, how- 
ever, the drive to autarky and rearmament 
went much further than Schacht was willing to 
agree to and then it was Schacht who had to 
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leave ; Hitler was the master and his views were 
being put into effect with far-reaching con- 
sequences not only for his own country but also 
for many other countries. But that Hitler should 
ever have attained such a position of power in 
Germany must be regarded as strange indeed ; 
the Germans were, after all, known for their 
respect for the nobility, the military hierarchy 
and learning, while Hitler was an Austrian, the 
son of a small customs official, had had very 
little schooling and had not risen during the 
war above the rank of lance-corporal. That 
such a thing could happen was not easy to 
predict but it had tremendous not only political 
but also economic consequences. 

The second example concerns Sweden. Ever 
since before the first world war Swedish eco- 
nomic thinking has been very largely influenced 
by two outstanding economists, Knut Wicksell 
and Gustay Cassel; and in monetary matters 
these two both relied on a flexible interest rate 
as the primary means of monetary action. It 
must therefore be regarded as strange indeed 
that Sweden should be one of the countries 
which in the post-war years has most obsti- 
nately adhered to a policy of inflexible interest 
rates. 

The third example has to do with Great 
Britain — a country whose whole economy and 
prosperity had been conditioned by its position 
as the world’s main banker and trader. It was 
nevertheless in that country that Keynes pub- 
lished in 1936 his ‘‘General Theory” based on 
the assumption of a “closed economy”. Keynes 
himself realised that in the post-war period a 
different assumption would be appropriate but 
he died in April 1946 and the majority of his 
followers did not possess his flexibility of 
mind. It thus happened that for quite a con- 
siderable time British economic and financial 
policies were influenced by ideas which were 
in many ways out of keeping with Britain’s 
role in the world economy. 


It is clearly not easy to predict what may 
happen on the important borderline between po- 
litics and economies. Temporary circumstances 
may be very important although they may well 
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have to give way before long to more fundamental 
influences. In western Germany, for example, 
another type of Chancellor, Dr Adenauer, some- 
what Gladstonian in his moral attitude and the 
exact opposite of Hitler, has come into power; 
and in the economic field, Professor Erhard, who 
has stood out as a most convinced Liberal (a 
novelty for Germany) has been able to wield an 
influence which has extended beyond the frontiers 
of his own country. In Sweden the first signs of 
a reversal of the fixed-interest-rate policy were 
noticeable in the late summer of 1950 after the 
outbreak of the conflict in Korea, but a more de- 
termined break with that policy was not made until 
the autumn of 1954. As far as Great Britain was 
concerned, the exigencies of the economic situation 
soon became so compelling that international 
aspects had to be taken increasingly into account 
in the shaping of the country’s economic and fi- 
nancial policy. While home affairs still seemed to 
be going along fairly smoothly, there arose in the 
foreign field three acute periods of crisis, namely, 
those of 1947, 1949 and 1951; and that was more 
than Britain could comfortably afford. One had 
but to follow the trend of thinking as revealed in 
economic articles and the orientation of official 
policies at the time to observe that more and more 
attention was being paid to the requirements of 
foreign trade and the need for greater freedom 
in the realm of foreign payments. Sterling could 
not remain for long an inconvertible currency 
without a deterioration in its international stand- 
ing; and it was realised that greater freedom of 
foreign payments would bring with it, as always, 
greater freedom in international trade. 

In each of the three countries cited as examples 
a reaction thus set in against the exaggerated 
features of the previous approach; and attempts 
were made to arrive at solutions which took more 
account of each country’s experience over long 
periods in the past. A common characteristic of 
the new solutions has been that more attention is 
being paid to the needs for international co- 
operation. There is now a desire to place the world 
firmly on a peacetime basis through the adoption 
of trade liberalisation and of flexible credit poli- 
cies in the economic field. Already considerable 
progress has been made along such lines and as 


further action is taken in the same direction a 
situation will arise in which it will be possible to 
predict economic developments with greater ac- 
curacy than at any time throghout the very 
troubled period which began in the early 1930s. 
The very fact that general acceptance of liber- 
alisation will normally exclude the possibility of 
resorting to quantitative import restrictions and 
the event of disequilibria in the balance of pay- 
ments makes it imperative for the countries 
affected to rely on the ordinary methods of fiscal 
and credit policy — and the very probability that 
action will be taken along these lines hightens the 
degree of pedictability. In the light of the fore- 
going it would, therefore, once again seem possi- 
ble to count upon the re-establishment of normal 
business relations between nations. 

The question has again been raised, however, 
whether the two world wars and the great eco- 
nomic disturbances in the inter-war period have 
not upset the world economy so fundamentally 
that one must reckon with a wholly new type of 
economic behaviour and, in particular, must not 
expect the business cycle to resume its regular 
pattern. But it would go too much against what 
we know of the mechanism of this world if we 
assumed that the wavelike movements of business 
activity could suddenly cease to occur. We should 
probably be well-advised to endeavour to forecast 
the business trend as best we can on the basis of 
past experience, and — what may be more im- 


portant — to analyse accurately the different 


phases through which each economy is passing in 
order that timely action may be taken. 

The National Bureau of Economic Research 
in New York, which has by now devoted over 
thirty years to the study of business cycles, has 
in its search for “key business indicators” ex- 
amined more than eight hundred economic series, 
some of them going back almost a century. While 
there is no single indicator that is a reliable guide, 
there is a group of economic series that moves up 
and down in advance of general business trends. 
These series include those recording the volume 
of commercial failures, new orders for durable 
goods, industrial stock prices, wholesale commodi- 
ty prices and some others. Moreover, new forms 
of reporting are in some countries being organised 
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in such a way that a central institute will henceforth 
be more promptly informed than in the past. One 
can only hope that this kind of research will be 
further developed — but whether this hope is 
fulfilled or not it is perhaps as well to remember 
the old Stock Exchange saying “There is no bell 
that rings when prices are at the top” — for the 
moral of this is that one must in all circumstances 
use whatever common sense one has and not 
allow one’s mind to become shackled to one’s own 
statistical theories. 


This is all the more important now that the 
authorities, having learnt from past experience, 
make a habit of actively intervening by means of 
contracyclical measures in order to mitigate the 
intensity of the industrial fluctuations, taking 
special pains to avoid a recurrence of heavy un- 
employment. Unfortunately one cannot as yet be 
fully certain of the effectiveness of the means of 
action at the disposal of the authorities, although 
knowledge is being rapidly gained in this field — 
particularly from what happened in the two Ame- 
rican recessions of 1948—49 and 1953—54. The 
relative ease with which the latter recession was 
overcome, and its effects circumscribed, has al- 
ready done much to strengthen co-operation be- 
tween the two sides of the Atlantic. 


Since the United States is responsible for over 
40 per cent, of the world output of industrial 
goods, the business trend in that country is, of 
course, of very great importance for the general 
trend of world affairs. But recent developments 
have shown that western Europe has gained in 
strength and independence; and it is obviously 
to the advantage of all concerned that consul- 
tations should take place regarding the way busi- 
ness is moving and also regarding the policies 
which it is appropriate to adopt in particular 
phases of the business cycle. Such consultations 
will no doubt take different forms; special men- 
tion may perhaps be made of the meetings of the 
O.E.E.C. in Paris which are attended not only 
by representatives of western European countries 
but also by delegates from the United States and 
Canada; and at these meetings considerations of 
national sovereignity are no longer allowed to 
prevent the discussions of such internal questions 


as budget and fiscal policies, price and wage move- 
ments, etc. 

But besides these general enquiries and consul- 
tations each individual country has its particular 
problem of finding out under what conditions it 
can maintain its own balance in a changing world. 
It has become the fashion in the various coun- 
tries to try to forecast for at least a year ahead 
the changes in consumption, investment and the 
gross national product as well as the outcome of 
the balance of payments. The forecasts have not 
generally turned out to be very accurate; while 
they generally have been continued, the responsible 
ministers are usually most anxious to stress their 
purely tentative character. 

One reason why the forecasts have so often 
been wrong is no doubt that the forecasters have 
been too concerned with so-called ‘“‘real resources” 
and have not paid sufficient attention to such 
problems as the possibilites of financing by cur- 
rent savings the intended volume of investments. 
In general, questions of financing and of mone- 
tary policy have been neglected. A change for the 
better is noticeable in this respect, but if one 
looks, for instance, at the Swedish budget docu- 
ments submitted in January 1955 one does not 
get any clear picture of the aggregate demand for 
funds which the central government and the local 
authorities are likely to make on the credit system 
in the form of new borrowing or drawings on 
already accumulated balances. Great efforts should 
be made to present the national accounts in as 
simple terms as possible, for it is only when this 
is done that the true significance of the figures 
can be duly appreciated, both by the public and 
— what is more important — by those in Parlia- 
ment who have to take the final decisions. 

When budget estimates are presented, a fore- 
cast has necessarily to be made with regard to 
developments in the coming financial year. There 
is in fact no possibility of getting away from 
prediction in economics; and one of the diffi- 
culties facing those who have to plan budgets is 
that the forecasts must generally be made six 
months or more in advance of the period to which 
they refer. Experience has shown that economic 
changes often occur unexpectedly within a shorter 
period than six months. To cope with the problems 
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to which such changes give rise one has to have 
means of action which can be adjusted more 
smoothly to the changing circumstances than is 
possible in the case of purely budgetary measures ; 
the means required are in fact to be found only in 
flexible credit policies which will be applied large- 
ly in the form of flexible interest rates. Increased 
reliance on such policies will at the same time 
make it possible to maintain a greater degree of 
real stability in foreign exchange rates and thus 
in trade and payments relations between the 
different countries. 

One is thus brought back to the basic tenets of 
our commercial and financial polices, for it is 
only if there is peace and fairly general agree- 


ment on these tenets that it will be possible to 
attain a reasonable degree of predictability in the 
world of economics. Fortunately, it seems that 
there is today greater international agreement on 
the main lines of commercial and financial policy 
than there has beeri since well before the out- 
break of the second world war; but, even so, 
those who try their hand at forecasting must al- 
ways be aware of the changeability of economic 
life and therefore be ready at any moment to 
modify their estimates should conditions turn out 
differently from what had been expected. For 
only then can the authorities concerned be warned 
in time and given the opportunity of altering their 
line of action. 
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SOME REFLECTIONS ON A COMMON 
SCANDINAVIAN MARKET 


BY DR. C. G. WIDELL, MINISTRY OF COMMERCE, STOCKHOLM 


The debate on the creation of a common Scan- 
dinavian market has been intensified, following 
the discussions in which the Danish, Norwegian 
and Swedish Governments took part at Harp- 
sund last autumn. In Swedish quarters it has been 
emphasized that the introduction of the common 
market is intended to serve the interests of all 
the participating countries. No Scandinavian coun- 
try would benefit if increased co-operation resulted 
in difficulties for one of the participants — diffi- 
culties, for example, connected with employment 
or foreign exchange. The goal of the co-operation 
is to achieve increased production and higher stand- 
ards of living, combined with full employment, 
in all the Scandinavian countries. Against the 
background set by these objectives every attempt 
should be made to investigate in advance the con- 
sequences of a common market, to agree on the 
measures which the national authorities may con- 
sider necessary to facilitate the adjustment in in- 
dustry and commerce, and to determine the nec- 
essary time-table, transitional periods and transi- 
tional regulations etc. 

It may be thought that it is too simple a matter 
to make the point that the co-operation must be to 
the advantage of all the parties. It seems, however, 
desirable to do this in view of the exaggerated 
expectations held in some quarters and the equal- 
ly exaggerated fears entertained in other quarters 
in face of the plan for a common Scandinavian 
market. The abolition of customs duties and im- 
port restrictions within Scandinavia is not an end 
in itself; it is one of the means — perhaps the 
one which is most visible to outside observers — 
employed in the work in progress on extended 
economic co-operation and greater community of 
economic interests. The goal is too important to 
be jeopardized by overhasty measures which would 
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be followed by extreme, even if more or less tem- 
porary, disturbances of market conditions. 

For obvious reasons it is very difficult to 
estimate in advance the effect that the removal 
of tariffs and restrictions between two countries 
may have on industry and employment. We may 
recall the gloomy predictions which the projected 
free-listing of Swedish imports evoked from 
various Swedish industries at the end of the 1940's. 
The adverse effects on employment in Swedish 
industry which were then predicted have, broadly 
speaking, failed to materialize. It is true that 
certain transitional difficulties were experienced, 
but for various reasons these were much less 
serious than had been expected in most quarters ; 
and the fact that the freelisting was carried out in 
stages meant that the difficulties were spread over 
several years. Swedish industry showed an extra- 
ordinary ability to adjust itself to the changed 
circumstances and the chief result of the freelist- 
ing was the strengthening of the competitive ca- 
pacity of Swedish enterprises. 


Present Extent of Inter-Scandinavian Trade. 


Current Tariffs and Restrictions 


The projected further liberalisation of inter- 
Scandinavian trade — affecting not only import 
restriction but also tariffs — will likevise probably 
give rise to certain difficulties, at any rate of a 
transitional character. The extent of these diffi- 
culties will depend on the scope and nature of the 
tariffs and restrictions concerned. The average 
level of tariffs in Denmark, Norway and Sweden 
at the present time is estimated to be 4, 12 and 6 
per cent. respectively. Owing to the very fact that 
they are averages, however, these figures tell us 
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comparatively little about the competitive position 
in different branches of production. Even at the 
present time the trade between Scandinavian 
countries in various commodity groups is quite 
extensive. In 1953 it accounted for 11—12 per 
cent. of the total trade of the Scandinavian coun- 
tries. Of total Swedish imports, 7 per cent. come 
from Denmark and Norway, and 14 per cent. of 
Swedish exports go to those countries. In Den- 
mark the corresponding percentage is 13 for im- 
ports and g for exports. It is for Norway that 
inter-Scandinavian trade is of greatest importance, 
for 17 per cent. of her imports come from her 
Scandinavian neighbours and those neighbours 
take 16 per cent. of her exports. Sweden’s prin- 
cipal exports to her neighbours are ships, ma- 
chines, iron and steel, and wood products, while 
Norway exports fertilizers and metals, and Den- 
mark machinery and foodstuffs. In 1953 roughly 
40—45 per cent. of inter-Scandinavian trade was 
not subject to customs duties, while commodities 
accounting for 70—75 per cent. of the trade were 
either not subject to customs duties or were sub- 
ject to an average tariff of less than 5 per cent. 
The share of duty-free imports, which is naturally 
influenced by the extent to which duty-free and 
other goods are affected by import restrictions, 
was greatest in Norway, where it was about 50 
per cent. In Sweden the proportion of duty-free 
imports to total imports, was about one-third. 
Goods on which the average duty was less than 
5 per cent. accounted for about 85 per cent. of 
total imports in Denmark, about 70 per cent. in 
Sweden and about 60 per cent. in Norway. Fully 
three-quarters of Sweden’s imports from her 
neighbours are at present entirely free from im- 
port restrictions, while the corresponding propor- 
tion for Denmark is rather more than 60 per cent. 
and for Norway not quite 40 per cent. The com- 
modity groups which are free from import re- 
strictions and customs duties or have low tariffs 
vary from country to country. If we inquire into 
the extent to which commodity groups in the three 
countries are treated uniformly, we find that 7—8 
per cent. of inter-Scandinavian trade in 1953 was 
free from tariffs and restrictions. Goods repre- 
senting about 40 per cent. of the trade were subject 
to an average tariff of 5 per cent. or less and were 


free-listed to a considerable extent. If we disre- 
gard the quantitative restrictions, in view of the 
fact that these are essentially intended to assist 
in preserving the balance of payments and are 
not imposed for protectionist reasons, we find 
that the share rises to 60 per cent. 


Inter-Scandinavian Competition 


When considering these figures we should bear 
in mind that they are averages and that there may 
be considerable differences within any one group 
of commodities. Nevertheless the average figures 
are quite significant in the case of most commodity 
groups. It may also be pointed out that even mod- 
erate tariffs may be of great importance from 
the protective point of view, above all in cases 
where the share of processing in the value of the 
commodity is comparatively small. It is natural 
also that trade in a common market will not be 
distributed in the same way in different commod- 
ity groups: the distribution is in some degree a 
function of the extent of trade obstacles in the 
different commodity groups. Broadly speaking, 
however, the figures given here for inter-Scan- 
dinavian trade and the obstacles to that trade 
indicate that the initial situation for the efforts 
to create a common market is relatively favoura- 
ble. It may, of course, be said that in the creation 
of the common market the country which has the 


highest tariffs — in this case Norway — has less’ 


to gain from participation than the others. Such 
a conclusion is, however, much too simplified. 
Above all, it takes no account of the long-term 
aspects, which have been and should be considered 
as of vital importance in Scandinavian economic 
co-operation. In this connection it has been pointed 
out, especially by representatives of Norwegian 
industry, that there would be considerable differ- 
ences in regard to competitive capacity between 
the industries of the three countries, above all in 
the case of manufactured goods. It is pointed out 
that the level of industrial development is differ- 
ent in the different countries, partly as a result of 
dissimilar regulations for the taxation of industry 
and for depreciation. Import restrictions, tariffs 
and other imposts have been particularly heavy in 
the case of Norwegian industry and have affected 
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its cost situation. In all the countries, however, 
there are industries at different stages of develop- 
ment existing side by side. The differences which 
can be found between the countries may also be 
found to a greater or less extent within those 
countries. It is hardly necessary to point out that 
as far as costs are concerned Sweden is in some 
respects less favourably situated than the other 
Scandinavian countries, if we take into account 
wages and (especially as compared with Norway), 
the cost of power. These disadvantages, however, 
may be offset in the case of the manufacturing 
industries by such factors as larger production 
series and a greater degree of rationalization. The 
whole question of competition, including such 
problems as wages, taxes, depreciation, subsidies 
etc., is at present being investigated by the com- 
mittee for Scandinavian economic co-operation 
which, by agreement between the Danish, Nor- 
wegian and Swedish Governments is undertaking 
inquiries concerning the carrying into effect of a 
common Scandinavian market. The questions which 
will be investigated and considered are in various 
respects connected with the economic policy pur- 
sued in the different countries. The results of the 
investigation will in due course be submitted to the 
governments, together with any proposals the com- 
mittee may choose to make. In a common Scandi- 
navian market when realized it is likely that power- 
ful forces will influence the economic policies of 
the different countries in the direction of greater 
uniformity as regards public measures-which may 
affect the relative competitive position of the 
countries. 

So far the committees have only been able to 
complete their study of the background to possible 
differences between the industries of the different 
countries from the point of view of competition. 

In the discussion of the preconditions for the 
creation of the common Scandinavian market, the 
directly commercial aspects have naturally, and 
rightly, been placed in the foreground. It would 
take too long here to go closely into these circum- 
stances, and into the economic and social consider- 
ations, the climatological and geographical con- 
ditions, the structure of industry etc. In a general 
way, however, it may be said that the precondi- 
tions for setting up a common Scandinavian 


market would probably be at least equally favour- 
able as those which existed in the case of Bene- 
lux, the prototype of this kind of co-operation 
during the postwar period. It is therefore only nat- 
ural, that, in investigating the possibilities of 
creating a common Scandinavian market, attention 
should be paid to the way co-operation has de- 
veloped in the Benelux group. More or less the 
same problems seem to have been encountered as 
in the Scandinavian project. In certain commodity 
groups relatively considerable transitional diffi- 
culties seem to have arisen, partly owing to the 
rapidity with which the customs union was put into 
effect, and certain measures of adjustment have 
had to be taken as a result of this. Broadly speak- 
ing, however, the results of the co-operation have 
been very satisfactory. Before the creation of the 
common market the trade between the Benelux 
states was at about the same level, relatively, as 
the present trade between the Scandinavian coun- 
tries. Both absolutely and relatively the trade in 
the Benelux area has undergone considerable ex- 
pansion. The co-operation in the economic field has 
influenced many other fields. It seems to have 
resulted in a far-reaching integration of economic 
legislation, for example, and has also led to a 
considerable amount of co-operation in the ad- 
ministrative field. 


Common Scandinavian Interests of 
Commercial Policy 


In the development of co-operation in Benelux, 
common interests of commercial policy have been 
of great importance. In the case of the Scandina- 
vian countries, also, it is necessary to emphasize 
the community of interests in the field of com- 
mercial policy and the value of international co- 
operation. The Scandinavian countries have many 
problems of commercial policy in common. Their 
foreign trade tends to be directed to the same mar- 
kets; thus, for example, all of them have large 
payments deficits in their trade with Western 
Germany. Broadly speaking, they have the same 
attitude on tariff questions, and also on the ques- 
tion of trade liberalization. Especially during the 
past year — the latest example being the GATT 
negotiations — there have been many opportuni- 
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ties of co-operation, including co-operation on the 
organizational plane, and there is no division of 
opinion about the practical importance of this co- 
operation. The coming into existence of the Coal 
and Steel Community led to a need for co-opera- 
tion between the Scandinavian countries in new 
fields. It should be emphasized that this co-opera- 
tion is perfectly compatible with international co- 
operation in the wide sense; it is no alternative. 
Scandinavian co-operation is part of wider inter- 
national co-operation. It gives the Scandinavian 
countries the opportunity to strive with greater 
strength than before, as traders and negotiators, 
for freer conditions in trade along the road 
towards a wider common market. 


The Common Scandinavian Market 


and GATT 


What then are the possibilities that a common 
Scandinavian market will secure international 
acceptance by GATT, in view of the discrimina- 
tion as regards tariffs in relation to third coun- 
tries which the carrying into effect of a common 
market would mean? A common market can be 
ziven the form of a customs union or a free trade 
area. In both cases it is presumed that customs and 
other trade restrictions between the countries con- 
cerned would be abolished. The customs union 
would also mean that the same tariffs and other 
restrictions would be applied against a third coun- 
try. The provisions of GATT permit the formation 
of both customs unions and free trade areas, if the 
customs union or the free trade area affects 
broadly speaking all trade between the countries 
participating (possibly with certain exceptions, 
provided for in the charter, in respect of, inter 
alia, restrictions enforced for currency reasons) 
or at least affects practically all trade in goods 
originating in these areas. Notifications to the 
GATT organization must be accompanied by a 
plan and a time-table for the formation of a 
customs union or a free trade area. The customs 
duties or other trade controls laid down within 
the customs union or free trade area with regard 
to third countries must not as a whole be higher 
or stricter than the general burden of the tariffs 


and trade controls which were applied in the 
participating areas before the formation of the 
union or free trade area. 

If the customs union or the free trade area 
does not affect broadly speaking all trade between 
the countries in question or otherwise does not 
entirely meet the requirements mentioned here, the 
Assembly of GATT may by a two-thirds majority 
grant exceptions and approve proposals which do 
not entirely agree with those requirements, pro- 
vided that the co-operation envisaged is in line 
with the provisions of the GATT organization con- 
cerning customs unions and free trade areas. No 
statement has been made and no precedent has 
been established as regards how large a propor- 
tion of the trade a customs union or free trade 
area must cover in order to be able to count upon 
acceptance. We may, however, presume that ap- 
proval will not be granted unless it is the case that 
the co-operation covers a considerable part of the 
trade affected (let us say, for example, two- 
thirds), that it includes some of the commodity 
groups most important for production and trade, 
and finally that the customs union or free trade 
area can be regarded as part of a gradual econom- 
ic integration. 

Lastly, it may be mentioned that there is a third 
possibility of securing permission for a co-opera- 
tion of the type in question between individual 
members of the GATT organization concerning 
only a limited part of the trade. This is by ob- 
taining a special exemption from provisions in 
force. Such an exemption cannot be given unless 
the GATT Assembly approves it by a majority of 
two-thirds of the votes cast and this majority 
comprises more than half of the members of 
GATT. The Coal and Steel Community has re- 
ceived a dispensation of this kind. 


Investigations in Progress on Certain 


Commodity Groups 


In the investigations which have so far been 
made into the prerequisites applying at the mo- 
ment for the common Scandinavian market it has 
been shown that these preconditions appear to be 
different in different commodity groups. As men- 
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tioned above, there are commodity groups where 
the customs duties and restrictions are already 
insignificant and where, broadly speaking, the dif- 
ficulties of creating a common market must be 
regarded as small. In round figures these commod- 
ity groups comprise obout one-third of inter- 
Scandinavian trade as a whole. Among other com- 
modities in this category are wood goods, paper 
and pulp, ores and vessels. In addition, there are 
a number of groups of commodities, mostly raw 
material and semi-manufactured goods, where both 
tariffs and restrictions are in force and where 
undoubtedly the creation of the common market 
may give rise to difficulties, but where on the 
other hand all three countries have shown an 
interest in the project and considerable benefits 
are clearly to be gained by co-operation. Among 
such commodity groups are those specially referred 
to during the discussions at Harpsund last autumn 
and which together are estimated to comprise 20— 
25 per cent. of all inter-Scandinavian trade. The 
most important of these are the products of two 
great basic industries, the iron and steel industry 
and the chemical industry. The remaining part of 
the trade comprises foodstuffs and chiefly manu- 
factured products from a considerable number 
of industries. In the discussions which have been 
carried on in connection with earlier inquiries 
concerning the possibilities of creating a common 
Scandinavian market, fears have been expressed 
in the case of most of the commodity groups 
just mentioned that the creation of the common 
market would work out to the disadvantage of Nor- 
wegian industry. First of all, however, this argu- 
ment is closely bound up with certain conditions 
(especially with regard to the time for the intro- 
duction of the common market), and secondly 
there are considerable differences even within the 
commodity groups in question. The commodity 
group which seems to come first in line for an 
investigation into the possibilities of introducing 
a common Scandinavian market is the machine 
industry or some sections of it. If machinery were 
to be added to the commodity groups already men- 
tioned, an area covering about 70 per cent. of 
inter-Scandinavian trade would have been covered. 

In the discussions which had been carried on 
up to iast autumn regarding the possibilities of 
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creating a Scandinavian market, the immediate in- 
tention was at first to begin with negotiations 
creating a Scandinavian market, the immediate in- 
tention wsa at first to begin with negotiations 
factured goods, and with a relatively heterogeneous 
composition. It turned out that for several reasons 
this method was not feasible. The line which is 
now being followed, in connection with the agree- 
ment at Harpsund, is based, roughly speaking, on 
the idea of starting with the less complicated mat- 
ters first. Thus a beginning is being made with 
those commodity groups where the tariffs and 
restrictions are relatively light. After this, in the 
remaining commodity areas, raw materials and 
semi-manufactured groups are being tackled, and 
so on to various groups of more highly processed 
goods. The idea is that the solution of the prob- 
lem of the common market as regards the first 
type of commodity groups would facilitate a so- 
lution as regards the second type, both from the 
cost point of view and because of the experience 
which would gradually be accumulated. Possibili- 
ties should also be obtained of avoiding possible 
discrepancies in competitive conditions, in so far 
as these are connected with public measures. Fi- 
nally, having regard to what has been mentioned 
above on the relations with GATT, it should be 
possible, in the case of commodity groups where 
a common market may expect to have strong re- 
percussions on trade and industry, to count upon 
transitional periods which would be long enough 
to give the industries in the various countries the 
opportunity to adjust themselves gradually to the 
changed circumstances. It should, however, be 
emphasied that it is not only industry in Denmark 
and Norway which would have to meet transitional 
problems. In the case of several of the commodity 
groups which are at present under consideration 
it has been pointed out on behalf of Swedish in- 
dustry that the introduction of the common Scan- 
dinavian market would give rise to considerable 
difficulties for certain sections of that industry. 


Common Tariffs and Other Tasks 
of Co-operation 


As already mentioned, the discussions on the 
common market which have now begun principally 
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concern tariffs and other obstacles to trade, and 
above all quantitative restrictions on imports and 
exports. The tariff questions have necessitated the 
formation of a uniform customs nomenclature in 
the Scandinavian countries, and work on this is 
now going on. In a free trade area the tariff 
questions are confined to the competitive condi- 
tions between the countries taking part in the co- 
operation and to the repercussions that the removal 
of internal tariff barriers may have on trade with 
third countries. A qustoms union brings into prom- 
inence the further question of the amount of 
the common tariffs to be applied to third coun- 
tries. At the present stage it has naturally not 
been possible as yet to come to any conclusion on 
the question as to whether a common market 
should be in the form of a free trade area or of 
a customs union. The representatives of industry 
have generally emphasized that for practical rea- 
sons a customs union would be preferable to a 
free trade area. A customs union will however 
mean, among other things, that the countries in 
the union will in several cases be faced with the 
problem of introducing protective tariffs on prod- 
ucts which they themselves either do not manu- 
facture at all or make only on an insignificant 
scale. It has been mentioned above that under the 
provisions of GATT the tariffs in the customs 
union as a whole may not exceed the existing 
tariffs in the states involved. But obviously such 
a general norm leaves scope for considerable var- 
iations within and between different commodity 
areas. 

It is natural that, in any discussion on the com- 
mon market, tariff questions must play a central 
part. But it has been emphasized earlier that co- 
operation in regard to tariffs is above all to be 
regarded as a means of economic co-operation. 
Both at the meeting of the Nordic Council at Oslo 
and at Harpsund — not to mention the free 
discussions on the forms of Scandinavian econom- 
ic co-operation — mention has been made of a 
great variety of tasks of co-operation within the 
framework of the common market. Earlier, vari- 
ous questions connected with the economic policy 
in the different Scandinavian countries and, 
broadly speaking, concerning measures of a purely 
governmental nature — for example taxes, subsi- 


dies and internal controls of production — have 
been dealt with. In other cases the discussion has 
centred on tasks which are performed in the dif- 
ferent countries by both public authorities and pri- 
vate enterprise and where both parties may be 
interested in co-operation for the promoting of 
production. Finally the tasks of co-operation dis- 
cussed have, in many cases owing to their na- 
ture, either wholly or partially implied co-opera- 
tion on a voluntary basis between the industries 
concerned. Co-operation of this kind may con- 
cern research and training, statistics of produc- 
tion and consumption, standardisation, technical 
assistance, information regarding planned exten- 
sions of production etc. The possibilities of co- 
operation between the Scandinavian countries on 
production questions, for example regarding the 
specialization of production, or for the solution of 
large production projects, will in most cases main- 
ly depend on the interest in voluntary co-opera- 
tion displayed by the industries affected. One may 
probably make the assumption that in the common 
market the form of co-operation which is devel- 
oped in the individual countries will be extended to_ 
cover the whole of the common area. What has 
just been said must not, however, be taken to mean 
that there may not be economic tasks of co-opera- 
tion of a kind or extent such that the participation 
of the public authorities, just as within the indi- 
vidual countries, will be regarded as desirable. 

A common market, however, will not only give 
scope for and lay the basis of co-operation be- 
tween the authorities and industries in the Scan- 
dinavian countries. It also presumes that, when 
planning their production, sales and distribution, 
industry and commerce will take the larger market 
as their starting point. In itself this does not in- 
volve any change in the factors which have hith- 
erto influenced the location of industry — access 
to man-power, closeness to raw materials, con- 
nections with the marketing area, transport costs 
and other circumstances which may have affected 
the location. But it presumes that in expanding 
Swedish industry — and the same applies to Da- 
nish and Norwegian industry — the balancing of 
factors will be done within the framework of the 
wider marketing area. In a common market it is — 
necessary, both to secure the advantages of the — 
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division of labour and to ensure that the co- 
operation shall not be one-sided, that an attempt 
shall be made to try to utilize available sources 
within the market area as a whole and that busi- 
ness interests, in making their plans, shall place 
purely national interests in the background. 


Need for Increased Mobility of Capital 


One precondition for such increased mobility in 
industry is, as has been mentioned, that at any rate 
in the long run there should be a certain uniformi- 
ty in the economic policies of the Scandinavian 
countries. But, if the expansion of industry in a 
common market is to take place within the frame- 
work of the larger marketing area, there must 
also be measures designed to facilitate invest- 
ments for the enterprises in the three countries 
over the frontiers dividing them. These measures 
will above all be those intended to promote grea- 
ter mobility of capital. It may be mentioned in 
this connection that an initiative has recently been 
taken for discussions on a new agreement regard- 
ing double taxation between Sweden and Nor- 
way. Perhaps the question of the mobility of cap- 
ital in the Scandinavian countries does not seem 
very urgent at the present time. It is, however, 
natural that it should be regarded as an urgent 
matter to survey even at this stage the capital and 
foreign exchange problems that may arise in a 
common market, which is expected to result in a 
great increase in inter-Scandinavian investments 
and which at the same time may have a consider- 
able effect on the extent and direction of inter- 
Scandinavian trade. 

The work of inquiry is now going on at full 
pressure. It has been stated above that one line 
of progress for the work on the common Scandi- 


navian market is that we should not force the pace 
in areas where there are great difficulties to over- 
come at the present time and where perhaps there 
is at the moment no satisfactory basis for co- 
operation. The carrying through of a common 
Scandinavian market is regarded as being too im- 
portant for anyone to desire to jeopardize it by 
risking a set-back. This means that a common 
Scandinavian market might, at any rate at first, 
be of a partial character from the point of view 
of the number of commodities involved — this 
seems to be permitted by the GATT regulations 
— and that the possibility should be provided in 
case of need of a gradual adjustment for industry 
and commerce through long transitional periods. 
It has sometimes been asked whether in such cir- 
cumstances it would not be better in certain cases 
to limit co-operation to the two states where the 
difficulties associated with the introduction of a 
Scandinavian market appear to be least. Against 
this it may be said that, taking the long view, it 
would impede rather than promote the idea of 
economic co-operation in Scandinavia. There are, 
for that matter, commodities in respect of which 
Swedish interests, too, find it difficult to recognize 
preconditions for a common market. Agriculture 
is the most outstanding example. At present there 
is in any case no reason at all to discuss a limi- 
tation of the common market to two countries. 
The work of inquiry which is now going on will 
be completed by all the countries as rapidly as 
possible. The desire which has been shown on all 
sides to get to gripe with the problem and to try 
to find a solution is gratifying for those who see 
in the creation of a common Scandinavian market 
a valuable lever for the Scandinavian countries in 
their efforts to achieve increased production and 
a better standard of living. 
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ECONOMIC DEVELOPMENT AND ECONOMIC 
POLICY IN DENMARK 


BY PROFESSOR CARL IVERSEN, COPENHAGEN. 


A short summary of the results of economic 
development in Denmark during the ten years that 
have elapsed since the end of the war, may well 
take the form of a comparison between the situa- 
tion to-day and conditions immediately before the 
Second World War. 

In order to throw light on conditions at the 
end of the war, an introductory remark should 
however be made that consumption per inhabitant 
during the last years of the Occupation was about 
20 per cent. lower than before the war. It is true 
that full employment had been practically reached, 
but productivity had fallen because the country’s 
isolation had necessitated an exacting production 
of substitutes, the Occupation Power laying claim 
moreover on an average to 15 per cent. of the 
diminished gross national product. During the 
Occupation, real capital was reduced by 5—10 per 
cent. by exhaustion of stocks, decrease in the 
number of livestock, sinkings of merchant ships, 
inadequate maintenance of permanent structures, 
plants etc. But for the war and the Occupation, 
it is probable that real capital would instead have 
increased by nearly 10 per cent. during these five 
years. 

Thus when the war was over, there was both a 
pronounced increased demand for consumption 
goods and a largely exceptional need for invest- 
ment. During the first few post-war years, con- 
sumption rose more steeply than production and 
net saving fell almost to zero. During this period 
much was said about ‘“‘reconstruction”, but in reali- 
ty the reverse was taking place, investments being 
smaller — and not greater — than before the war ; 
a substantial part of this limited investment was 
moreover financed by a deficit in the balance on 
current account i.e. by incurring debts abroad. 

One of the causes for development being in such 
a direction was that attempts at obtaining a speedy 


increase in production met with great difficulties. 
The reserve army of the unemployed had already 
been mobilised and an extension of working-hours 
was quite beyond the bounds of political possibilty. 
An increase in production had therefore to be 
brought about mainly by a rise in productivity 
which however was hindered among other things 
by the difficulty that one of its prerequisites was 
an import of capital goods — for which foreign 
exchange could not be obtained — before produc- 
tion and exports could be induced to rise. The risk 
was, therefore, that the country would find itself 
in a cycle from which it would not be able to find 
a way out. There was in fact considerable connec- 
tion between the slow growth of production during 
the immediate post-war years and the limited vol- 
ume of foreign trade. Owing to difficulties in the 
procuring of feeding-stuffs, it was not possible to 
utilise the productive capacity of agriculture to the 
full, and industry also suffered from an insuf- 
ficient supply of raw materials and fuel; the costly 


production of peat had, for instance, to be main-. 


tained for several years after the war. 

Neither was it easy to restrict consumption. In 
order to increase voluntary saving, a premium 
bond loan was issued in 1948 with the intention 
of attracting completely new groups of savers. 
In addition, attempts were made to restrict con- 
sumption by compulsion partly directly by means 
of rationing and partly indirectly by means of 
fiscal policy. Rationing was employed during the 
first five years after the war both as an element 
in the limitation of imports — especially of dollar 
commodities like coffee — and to release for 
export goods such as butter and sugar. As far as 
fiscal policy was concerned, the new Danish Goy- 
ernment began, on the other hand, by continuing 
the expansive policy of the Occupation period, 
even if to a more limited extent. This was not, 
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nevertheless, a conscious attempt to maintain the 
flow of incomes by neutralising the cessation of 
German disbursements. It was quite simply the 
exceptional expenditure occasioned by the Libera- 
tion, the provision for the German refugees left 
in the country, and, no doubt, a certain lavishness 
on the part of the Liberation Government during 
the summer of rejoicing of 1945, that resulted 
in a deficit which in its turn strengthened the 
pressure of demand. In 1946, however, the author- 
ities managed to iron out this budget deficit by 
means of raising taxes and cutting down on ex- 
penditure ; during the next three years, purchasing 
power of between Kr. 200—400 millions a year 
was withdrawn by means of surpluses in the state 
budget. 

During these years, moreover, the extraordi- 
narily high liquidity left by the Occupation was 
reduced by about Kr. 1 600 millions through trans- 
fer of private capital by means of a once-for-all 
capital levy and other measures. This also appears 
to have lead to some damping down of demand, 
although the primary aims of this “monetary re- 
organisation” were to pave the way for a return 
to the implementation of credit and interest policy 
and to confiscate some of the large profits made 
on transactions with the German occupation au- 
thorities. 


Marshall Aid as a Decisive Impulse in Recovery 


It may be stated, in short, that Marshall Aid 
was the first thing to lead development over the 
period of standstill and to give an impetus to re- 
construction. The immediate aim of Marshall Aid 
was of course to remedy the shortage of foreign 
exchange, thus facilitating the import of the capi- 
tal goods which were a pre-requisite for the ex- 
pansion of the productive apparatus and for the 
rationalisation of production. At the same time, 
the sale of Marshall dollars to importers from the 
National Bank served to withdraw money from 
the market, thus helping to diminish the pressure 
of demand. This it did at the beginning, but 
from 1949 this effect was largely neutralised by 
the fiscal policy of the State. The surplus in 
the current budget was decreased in 1949 by the 
lowering of taxes, and the State also increased 
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liquidity both by means of an extensive lending 
for house-building and by means of re-payment of 
some of the short-term “‘sterilisation loans” which 
had been used during the Occupation in an attempt 
to counteract the dangerous German system of 
pumping money into the economy. 

In all, Denmark has received in Marshall Aid 
somewhat more than Kr. 1700 millions, about 
Kr. 1500 millions being grants and Kr. 225 mil- 
lions in the form of loans. The imports from the 
United States financed in this way mainly com- 
prised feeding-stuffs for agriculture, fuel oil, iron, 
steel, metals and other raw materials that were 
made into machinery in Denmark or employed in 
the modernisation of existing enterprises or for 
the erection of new factories, power stations, 
dwelling houses etc. 

In the long-term programme for 1948/49—52/ 
53 that the Danish Government presented to 
OEEC at the end of 1948, it was stated that 
“the eventual goal of reconstruction is to regain 
and to raise the pre-war standard of living and to 
create full employment and social security”. If one 
asks to what extent success has been obtained in 
realising this aim, it can be quoted that the gross 
national product (at factor cost) for 1954 is 
estimated at Kr. 27.7 milliards compared with 
Kr. 7.3 milliards in 1938. The main part of this 
increase of about 275 per cent., is of course an ex- 
pression of the rise in the price level, but if this 
factor is taken into account, an increase of 38 per 
cent. in the volume of goods produced and serv- 
ices rendered nevertheless remains. During the 
same period, the population increased by about 17 
per cent. There should thus be an increase in pro- 
duction per inhabitant of about 17 per cent. If it 
is finally taken into account that the gainfully 
occupied section of the population has risen to a 
somewhat more marked extent than the total pop- 
ulation — as a result of changes in the age struc- 
ture and the reduction of the extensive unemploy- 
ment during the inter-war period — the conclusion 
is reached that productivity has increased some- 
what less than the national product per capita. 

If we only confine ourselves to the post-war 
period, the gross national product measured in 
fixed prices displays an annual increase of 5 per 
cent. during 1946—50. During the 1950—52 re- 
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cession, the rise only amounted to 1 per cent. per 
year, but in 1952—53 it again reached 5 per cent. 
Between 1953 and 1954, on the other hand, it 
only appears to have amounted to 1—2 per cent., 
mainly owing to the bad harvest of 1954. 

Turning to the contributions of the principal 
sectors of the economy to the gross ational 
product the agricultural production has increased 
in quantity by about 30 per cent. compared with 
1938, while industrial production was about 65 
per cent. higher in 1954 than in 1938. 

When these figures are being assessed, it must 
be borne in mind that Denmark long ago reached 
a stage at which very few possibilities were left 
for bringing new land under cultivation. During 
the period in question, the actual agricultural area 
has declined year by year (from 3.25 million 
hectares during 1934—38 to 3.11 million ha. in 
1953) on account of the apportionment of land for 
building, streets and roads etc. and during the last 
few years, for defence purposes. There has, more- 
over, been a significant movement of labour away 
from agriculture. Agriculture gave employment to 
about 480 000 men in 1938, but a bare 370 000 in 
1954 (these figures have been adjusted to refer to 
number of man-years). The work of members of 
a family on their own farms has not contributed 
to this decline, but in both years was equivalent 
to about 180 000 persons working the whole year 
round. The remaining wage-earning labour-force 
has thus decreased by more than 35 per cent. 
Finally, the imports of grain and feeding-stuffs 
during the post-war period has represented a 
somewhat smaller proportion of the total con- 
sumption of these commodities than was previously 
the case. 

The increase in agricultural production may 
therefore be regarded as a result of rationalisa- 
tion and mechanisation. Let it suffice here to 
mention that 52 000 farms had tractors in 1954 as 
compared with only about 5 000 before the war. 

On the other hand, when forming an estimate 
of the much more marked increase in production 
in industry, consideration must be given to the 
fact that, over and above its own increase in pop- 
ulation, industry has received an addition from 
other sectors of the economy, above all from 
agriculture, and from the pre-war unemployed. 


A very rough gauge of the volume of production 
per working hour can be obtained on the basis of 
the index numbers for industrial production and 
for the working hours expended in industry. Such 
a calculation would indicate that in 1949 produc- 
tivity again reached the 1938 level, while in 1945 
it was only 80 per cent. of the latter, and that 
productivity in 1954 appears to be between 10 and 
15 per cent. higher than before the war. It may 
also be pointed out that the manufacture of 
capital goods has risen more sharply than the 
production of consumption goods, especially dur- 
ing the last few years. 


Foreign Trade a Pre-Requisite for a High 
Standard of Living 


As has already been pointed out, Denmark’s 
economy is highly dependent on trade with foreign 
countries. In 1938, 21 per cent. of the gross 
national product was exported. The correspond- 
ing percentage for last year was 24 per cent. 
Exports have thus risen more sharply than pro- 
duction. As was formerly the case, agriculture is 
Denmark’s most important export industry. But 
in spite of the fact that between 1938 and 1954, 
the export of agricultural products rose from 56 
per cent. to 61 per cent. of the value of agricultural 
production, and the proportion of agricultural pro- 
duce in total exports fell during the same period 
from 70 per cent. to about 60 per cent. As far as 
industry was concerned, exports rose from a little 
more than 15 per cent. to just under 20 per cent. 
of total production, but owing to the more rapid 
growth of industrial production, this implied that 
industry’s share in the total export value increased 
from 25 per cent. to about 33 per cent. 

Danish industry is thus still predominantly a 
manufacturing one based on sales to the domestic 
market of goods produced from raw materials 
imported either directly or via agriculture and 
other sectors of the economy. Post-war devel- 
opment however indicates that industry more and 
more is on the way to becoming an export trade. 

As far as agriculture is concerned, mention may 
be made of the fact that while the exports of 
farm products increased in volume by a little over _ 
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35 per cent. between 1938 and 1954, sales on the 
home market only rose by 15 per cent. For the 
‘rest, however, the figures quoted above with 
respect to the increase in production and exports 
naturally do not permit inferences about the devel- 
opment of consumption. 


Consumption and Investment 


In order to obtain information about consump- 
tion, detailed particulars must be acquired from 
the figures for how the value of the gross national 
product is distributed on consumption and invest- 
ment. Before the war 79 per cent. of the gross 
national product went into public and private con- 
sumption. In spite of inadequate upkeep of the 
productive apparatus, during the Occupation con- 
sumption’s share sank to 65 per cent. owing to 
the large deliveries to the Germans, only to rise 
to 85 per cent. in 1946. During the next few 
years, consumption’s share gradually fell to 76 per 
cent. in 1953. It seems however to have risen again 
slightly last year, but it is nevertheless lower than 
before the war. Private consumption’s share in the 
gross national product has declined even more 
sharply than these figures indicate because total 
consumption includes defence expenditure which 
has greatly increased since 1950. Thus, besides 
the net addition of goods and services from abroad 
which was made possible by the Marshall aid 
and foreign borrowing, a larger part of Den- 
mark’s own production has been used during the 
last few years for the maintenance, improvement 
and expansion of the machinery of production. 

Care should be taken in making international 
comparisons, especially in such a field as this, but 
nevertheless it may be mentioned that similar cal- 
culations appear to show that consumption’s share 
during the last few years has been about 70 per 
cent. in Sweden and Finland and about 67 per 
cent. in Norway, where economic policy is known 
to have aimed at stimulating investment to a 
greater degree than in most other countries in 
Western Europe. 

Altogether, consumption in 1954 was quanti- 
tatively about 30 per cent. greater than before 
the war. As has been previously mentioned, the 
population has increased by about 17 per cent., 


consumption per capita thus having increased 
by a little more than 10 per cent., or somewhat 
less than production per capita, which agrees 
with the fact just mentioned that consumption 
to-day claims less of the gross national product 
than in 1938. Only scanty material is available to 
throw light on development in different fields of 
consumption, but it would appear as if there has 
specially been expansion in the purchase of the 
more durable consumers’ goods. 

It can thus be said that the first goal set in the 
1948 long-term programme has been reached. Den- 
mark has not only re-gained the pre-war standard 
of living but raised it even higher, at the same 
time as a larger part, compared with before the 
war, of the gross national product has been used 
for investment during the last few years. It is true 
that Denmark’s net indebtedness abroad rose from 
Kr. 1 200 millions at the end of 1938 to Kr. 2 goo 
millions at the end of 1950, but it was reduced to 
about Kr. 1800 millions during the next three 
years ; against the background of the development 
of the national income, the latter amount repre- 
sents a considerably smaller real burden than the 
indebtedness in 1938. While indebtedness before 
the war corresponded to the value of about 9 
months’ exports, to-day it is only equivalent to a 
little more than 3 months’ exports. 


Employment Policy, a Fundamental Post-War 
Problem 


Where the other aims for economic policy laid 
down after the war are concerned, it has already 
been indicated that post-war employment has been 
on a considerably higher level than during the 
inter-war period. Employment has been so high 
for a long time that there has been a pronounced 
shortage of man-power in many sectors, occasion- 
ing black market wages and signs of anarchy in 
the labour market. 

At the end of the German Occupation, 170 000 
workers, or about 30 per cent. of all the workers 
covered by unemployment insurance, were direct- 
ly or indirectly employed by the Occupation Power. 
It is therefore not surprising that in Denmark as in 
other countries, it was feared that the transition 
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from war to peace would be accompanied by ap- 
preciable unemployment ; comprehensive plans 
were drawn up to meet such an eventuality. There 
was some rise in unemployment during the sum- 
mer of 1945, but both in extent and in duration it 
was considerably less than had been feared. Dur- 
ing 1948—49 and also during 1951—52, there was 
again some rise in the unemployment figures while 
unemployment in 1954 was the lowest since official 
unemployment statistics were introduced in 1910. 
Many factors have naturally been instrumental in 
producing these variations in employment, but 
nevertheless it may be considered significant that 
the two periods with slightly rising unemployment 
are also the two periods during which the pressure 
on the price level and the balance of current pay- 
ments were most successfully controlled. No more 
than any other country, can Denmark venture to 
give herself credit for having arrived at a final 
solution of the problem of full employment without 
inflation. 

During the post-war period, the annual average 
percentage of unemployed insured workers has 
varied between 8.0 per cent. (1954) and 12.5 per 
cent. (1952). Bearing in mind the considerably 
lower figures to be found in Swedish, English and 
American statistics, it may sound curious that in 
Denmark one has been able to speak of full or 
even of over-employment during these years. Some 
of the difference can be explained on account of 
the completeness of Danish unemployment statis- 
tics, which tends to raise the unemployment per- 
centage, and of the restriction of the statistics to 
those covered by unemployment insurance which 
reduces the denominator in the division and ex- 
cludes large groups of people with permanent 
employment. However, much of the difference 
unfortunately appears to be a real one. Denmark 
has indubitably a relatively large minimum unem- 
ployment. The cause lies in the structure of 
Danish economic life and the labour market. 
Agriculture and building with their seasonal 
unemployment are of more importance in the to- 
tal figures in Denmark than, for instance, in 
England. The mobility of labour also appears 
to be less than in many other countries. 

Both these factors will have to be faced in Den- 
mark’s economic policy in the future. It may be 
possible both to decrease seasonal unemployment 


specially in building where it is as much dependent 
on tradition as on climatic conditions, ‘and to 
overcome some of the obstacles standing in the 
way of labour mobility, such as trade union mo- 
nopoly, the housing shortage etc. During the last 
few years, efforts have been made to tackle these 
problems, but in spite of the sympathy in principle 
shown by everyone concerned, no appreciable 
result has yet been achieved. 

To turn to the last point in the 1948 programme, 
the creation of social security, it will be sufficient 
to mention that, in addition to what has been said 
in connection with unemployment, total social 
expenditure rose from Kr. 432 millions in 1938 
to Kr. 1 570 millions in 1952/53, 1. e. by over 350 
per cent., in spite of decreased need for unem- 
ployment benefits, while the gross national prod- 
uct has only risen by 275 per cent. as previously 
mentioned. Even after the sharp rise in defence 
expenditure during the last few years, the expend- 
iture on the social services is more than 50 per 
cent. higher. During the two years mentioned 
above, Kr. 18 and 70 millions respectively of the 
expenditure on social services were defrayed by 
employers, Kr. 102 and 259 millions respectively 
by insurance premiums and the residue directly 
by the State or the municipalities. 


Wage Policy and Inflationary Pressure 


During virtually the whole of the post-war 
period, Denmark has been confronted in her eco- 
nomic policy with two serious and closely con- 
nected problems: the inflationary pressure on the 
price level and the deficit in the balance of cur- 
rent payments. 

The pressure on prices has made itself felt 
with somewhat varying strength. During the first 
three years after the Liberation, wholesale prices 
rose by 17 per cent. and were then stable for a 
year, only to rise again, by 50 per cent. subsequent 
to devaluation and the Korean crisis. In this way, 
there was a total rise of 75 per cent. in wholesale 
prices between 1945 and the middle of 1951. Dur- 
ing the next 18 months, prices fell by 12—13 per 
cent., finally remaining in 1954 at an approxi- 
mately unchanged level. An incipient tendency to 
rise could however be observed from October. — 
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Retail prices have risen by 33 per cent. since the 
Liberation; a little over half of this increase has 
taken place since the beginning of the Korean 
crisis. In spite of falling wholesale prices, the 
cost of living remained unchanged throughout 
1953, while it tended to rise slightly last year. 

The post-war rise in prices has to some extent 
come to Denmark from abroad in the form of 
higher prices for exports and specially for imports. 
Even if there has been some fluctuation in the 
terms of trade, they have on the whole been less 
favourable than before the war; particularly after 

the outbreak of the war in Korea, they turned 
greatly to Denmark’s disadvantage inasmuch as the 
raw materials which bulk largely in Denmark’s im- 
ports rose sharply in price, while the prices of the 
majority of Danish agricultural exports were fixed 
by long-term contracts. The terms of trade im- 
proved a little later on, although they were still 
less favourable than before the war in Korea. 

Denmark’s economic policy has of course not 
exercised any influence on the substantial rises in 
prices originating abroad. However, scarcely more 
than a half of the rise in the cost of living can be 
directly traced back to the latter. Internal causes 
must be thus responsible for the remainder. 

The price reductions which the overcoming of 
the deterioration in productivity of the Occupa- 
tion period should have made possible were more 
than outweighed by other factors. A bad harvest 
in 1947 lead to substantial rises in the prices 
of agricultural products on the home market in 
order to compensate the farmers for decreased 
production but nothing was heard of a correspond- 
ing fall in prices after the next year’s record 
harvest. Notwithstanding the control of prices and 
profits, the business world could increase its in- 
comes in the pronounced seller’s market prevailing 
during the first few years after the war. Finally, 
there was also a substantial increase in the money- 
incomes of the workers. Altogether, average pay 
per hour in industry has risen by 65 per cent. 
since the Liberation. 

It should, however be mentioned in passing that 
a comparison between this 65 per cent. and the 
33 per cent. that represents the rise in retail prices 
gives an exaggerated idea of the increase in 
real wages, since the budget used in calculating the 
cost of living index does not correspond to the 


actual distribution of expenditure of a working- 
class family at the present day. 

It is especially the rise in wages that has been 
to the forefront of the political debate on infla- 
tionary pressure and how to combat it. The dis- 
cussion has above all been concentrated round the 
automatic index regulation of wages that has been 
applied since the spring of 1946. Under this 
system, any independent rise in prices — though 
only after a certain time-lag — must occasion 
further increases in prices. 

However, two factors must not be overlooked 
in this connection. In the first place, the figures 
quoted for the development of wages and the cost 
of living show that automatic index regulation has 
been responsible at most for half of the rise in 
wages since the war. In actual fact it has been 
even less as it has not been given full compensa- 
tion. The remaining rises in wages must be due 
to the workers’ strong tactical position in a situa- 
tion where there is full or over-full employment. 
The possibility can not be ignored that this strong 
tactical position could have caused as large, or even 
larger, rises in wages, also without index regula- 
tion; it could moreover have given rise to strikes 
and other such unrest in the labour market. It 
is therefore conceivable that automatic wage regu- 
lation has acted more as a stabiliser than as a 
promotor of inflation, especially as it facilitated 
the negotiation of longer (two-year) wage agree- 
ments. A comparison with Swedish experience 
leads to confirm this impresion. But there is 
naturally every reason to distinguish different 
causes of a rise in prices. For instance, it can be 
hardly justified that a deterioration in the terms 
of trade, which makes a country poorer, should 
give rise to higher money wages. 

In the second place, it should be emphasised that 
the incomes of farmers and entrepreneurs have 
on the whole risen at least as steeply as wages 
during the post-war period. There has been a 
general inflation of incomes and not a special 
inflation of wages. In such a situation, the regula- 
tion of wages according to a cost of living index 
implies that the money incomes of the workers. 
follow the incomes of other groups in the com- 
munity to a greater or less extent, the inequitable 
effects of inflation on the distribution of real 
income thus being limited to some degree. 
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While there may thus be discussion of whether 
the abolition of the index regulation of wages 
would have been instrumental in decreasing in- 
flationary pressure, there is no doubt that the 
method by which the price index for the regulation 
of wages is calculated in Denmark has made it 
more difficult to combat inflation by economic 
policy. Thus the Danish cost of living index not 
only reflects all the rises in prices that are an out- 
come of increased indirect taxes, but direct taxes 
are also included in the expenditures of the “‘in- 
dex” family. In this way, all those persons 
(workers and salaried employees) whose pay is 
regulated by the index get automatic compensation 
for every kind of tax increase. In so far as taxes 
are imposed in order to cut down the purchasing 
power or to redistribute incomes, the only thing 
achieved for the groups concerned is consequently 
that what has been taken away with one hand is 
given back with the other. In other words, the in- 
clusion of taxes in this index involves a consider- 
able limitation on the opportunities of the State to 
employ taxation policy as an instrument of trade 
cycle or social policy. When taxes were increased 
in September 1954, the Labour Government 
agreed, however, that the ensuing rises in prices 
should not be included in the index calculations. 

When during the first six months of last year, 
the workers managed to obtain a series of wage 
improvements at the most recent renewal of their 
two-year agreement, the wage level being raised 
by 3 to 4 per cent., fear was expressed in many 
quarters that these improvements would weaken 
Denmark’s international competitive ability to a 
dangerous extent. Up to now, this fear has not 
been confirmed by the events. During the present 
high level of activity existing in Western Europe 
and the United States, Danish exports have not 
met with any sales difficulties. The problem has 
rather been that the increase in demand on the 
home market, partly due to the above-mentioned 
rises in wages have made it harder to utilize the 
favourable sales possibilities abroad. If, however, 
in the future money wages are allowed to rise 
much more steeply than productivity, the rising 
level of prices can create increased difficulties for 
exports, at existing foreign exchange rates, pro- 
vided that a similar inflationary policy is not 
carried on in the rest of the world. 


Almost Continuous Deficit in the Balance 
of Current Payments 


The deficit in the balance on current account 
has also made itself felt to a varying degree, but 
only in 1952 and 1953 was there a small surplus. 
The deficit was specially large during 1946, 1950 
and 1954. In each of the three years, the imme- 
diate cause was that imports rose much more sharp- 
ly than exports, the reasons for this being, how- 
ever, different in all three cases. Adverse events 
abroad which affected Denmark could mainly be 
blamed for the deficit in the first-mentioned two 
years, while in 1954 internal development was 
mainly responsible. 

The fact that the deficit was so large in 1946 
was both due to the terms of trade between im- 
ports and exports being specially unfavourable 
during the first two years after the war, and 
chiefly to there being a hunger for goods after 
the drain on the country during the Occupation. 
When immediately after the war it was difficult 
to procure goods for the country, imports from 
the Sterling Area were put on the free list. It 
soon turned out, however, that the foreign capacity 
to deliver goods had been undervalued. The 
substantial import surplus that resulted was partly 
financed by borrowing and mostly by overdrawing 
on the Bank of England. When this source of 
credit had been exhausted, import regulations had 
once again to be imposed; as has been previously 
mentioned, a somewhat firmer financial policy 
was carried out in the next few years. 

In the period that followed, both Marshall Aid 
and a series of other circumstances were instru- 
mental in decreasing the strain on the balance 
of payments. However, owing to the devaluation 
of the pound and the outbreak of the Korean 
conflict, considerable deterioration set in again in 
1950; this was partly because the terms of trade 
moved strongly against Denmark and partly be- 
cause the demand for import goods was stimulated 
by the fear of further rises in prices. Denmark’s 
entry into the N.A.T.O. involved at the same 
time an increase in defence expenditure that was 
bound to make employment, money incomes and 
imports soar. i 

There was nevertheless a continuation of the — 
liberal fiscal policy introduced in 1949 under | 
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the influence of the moderate rise in unemploy- 
ment following in the wake of the American re- 
cession. On the other hand, the then Labour 
Government carried through some tightening-up 
of the import restrictions. As the higher price and 
income level demanded an increased volume of 
money the last remains of the Occupation’s “idle 
money” vanished, and in this way credit policy 
again came into the picture. The discount rate 
was raised and after a change of Government, 
financial policy was also stiffened; this was done 
both by increases in taxes and compulsory loans 
(“forced saving”), and by starting to cover the 
loans granted by the State for housing and the 
re-payment of the short-term stabilisation loans 
by a series of issues of Government bonds, instead 
of by borrowing from the Central Bank. In this 
way, the deficit in the balance on current account 
came to affect the domestic supply of money. 

During the next two years, the balance on cur- 
rent account improved once again partly as a 
result of these measures and partly because of 
the stagnation of economic activity in Western 
Europe. The international fall in prices improved 
the terms of trade, at the same time making im- 
porters show more restraint. As early as the 
spring of 1952, and again in the spring of 1953, 
financial policy was relaxed and in September of 
the same year, the National Bank lowered the 
discount rate under the influence of the general 
fear of the effects of the American recession on 
economic activity in Western Europe. 

However, this fear of course turned out to be 
without foundation. Both in 1953 and in 1954, the 
development of the economy of Western Europe 
was one of expansion and in Denmark economic 
development moved largely along the same lines. 
But while the rest of Europe managed to 
strengthen its reserves of foreign exchange in 
spite of rising activity during both of these two 
years, Denmark’s foreign exchange position de- 
teriorated during 1954 by about Kr. 500 millions. 
The blame could not be put on a deterioration in 
the terms of trade with foreign countries as had 
been the case in 1950 and also to some extent in 
1946. They remained almost unchanged throughout 
the year and sales conditions on the export market 
were good. Thus on this occasion it was a question 
of a foreign exchange crisis of domestic origin. 


It is true that activity, employment and money 
incomes do not seem to have risen more sharply in 
Denmark during 1954 than in the majority of 
other countries in Western Europe. When, in 
contrast to other countries, Denmark met with 
considerable payments difficulties, one explanation 
is that the bad harvest necessitated the import 
of grain and feeding-stuffs; the other and more 
likely explanation was that, as early as at the 
beginning of 1954, Denmark was nearer full 
employment and the full use of capacity than 
various other countries in Western Europe, and 
that the country has an economic structure of 
such a kind that the propensity to import rises 
more rapidly and more sharply than in other 
countries when production and employment are 
pushed towards the maximum. At the end of 1954 
and the beginning of 1955, certain signs pointed to 
England being in the process of developing in a 
similar manner to Denmark in 1954. 


The Rise in Activity in 1954 as 


Inflationary Factor 


Apart from the increased demand for commodi- 
ties from abroad, specially industrial commodities, 
the following were the causes of the increased 
activity in Denmark in 1954: 

(1). Increased investment. At the beginning of 
the year, civil public building and construction 
expanded and state-subsidised housing specially 
was forced to a level exceeding the current supply 
of building workers. During the course of the 
summer, the pronounced boom seems however to 
have brought about a significant rise also in 
private investment. (2). There was a further relax- 
ation of financial policy in March 1954, taxes then 
being lowered and state expenditure being in- 
creased. Moreover a considerable decline in the 
State’s current sales of bonds set in at the same 
time so that its need for funds had, to an in- 
creased extent, to be met by borrowing from the 
National Bank. (3). The wage agreement previ- 
ously mentioned, occasioned directly and indirectly 
an increase in income of nearly Kr. 400 millions. 

Altogether, this involved a steeper rise in aggre- 
gate demand for consumption and investment 
purposes than in production, thus causing pressure 
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to be put both on the level of prices and incomes 
and on the balance on current account. As has 
been mentioned before, the rise in prices and 
money incomes has up to now been of limited 
extent, as an outlet has primarily been found for 
the tension between demand and the supply of 
commodities via an import surplus at stable prices. 
In spite of an increase in the value of exports by 
Kr. 450 millions, the import surplus rose from 
Kr. 780 millions in 1953 to Kr. 1474 millions 
last year. 

In view of the fact, as has been mentioned be- 
fore, that the gross national product in 1954 
amounted to nearly Kr. 28 milliards, and that 
private consumption during the last few years 
has risen by over Kr. 1 milliard per year to Kr. 
19—20 milliards in 1954, it should not however 
be an insuperable task to put a check on demand 
to the extent required. A deterioration of the 
balance of payment position in a single year by 
about Kr. 500—600 millions need not in itself be 
specially alarming against the background of Den- 
mark’s total balance of payments, the current in- 
come and expenditure of which amounted last year 
to about Kr. 8 1/2 and Kr. 9 milliards respectively. 
The degree of equanimity with which one may 
regard such a development depends naturally both 
on its latent causes and on the size of the coun- 
try’s holdings of foreign exchange. In so far as 
the bad harvest bears the blame for the deficit in 
the balance on current account in 1954, this can 
naturally be considered to be of a transitory nature, 
but if it is a matter of a more permanent tendency 
towards disequilibrium between demand and pro- 
duction, it is obvious that even a large reserve of 
foreign exchange can only be a solution for a 
time. Unfortunately, Denmark’s foreign exchange 
reserves has been particularly small during the 
whole of the post-war period. The foreign ex- 
change reserves calculated as the difference be- 
tween the National Bank’s short term foreign 
assets and liabilities, have been negative during 
the greater part of the period with an overdrawing 
of about Kr. 700 millions both in 1947 and 1950. 
However, after the funding of a large part of 
the foreign debt, a positive exchange position was 
attained from the beginning of 1952; it reached 
its peak in September 1953 by not quite Kr. 400 
millions. The corresponding figure was negative 
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by Kr. 250 millions at the end of February 1955. 
Looking instead at the liquid supply of foreign 
exchange still available, it consisted at the latter 
occasion partly of dollar holdings of about Kr. 
600 millions and partly of the right to draw 
on EPU for about Kr. 165 millions net. Even if 
the situation is thus less acute than during the two 
previous foreign exchange crises, the above-men- 
tioned liquid funds are only equivalent to the 
value of just over one month’s imports. In the 
Government’s recently published forecast of the 
development in the balance on current account 
during 1955, it is expected that there will be a 
deficit of about the same size as in 1954, if no 
further measures are taken; this is primarily 
because it is expected that the continuing upward 
trend in activity throughout the world will further 
increase the unfavourableness in the terms of 
trade that has already begun to make itself felt. 
Moreover, considerable debt repayments are to 
be made to foreign countries in 1955, as well 
as a large payment to the International Mone- 
tary Fund. On account of these two factors, it is 
easy to understand that a further tightening-up 
of economic policy was necessary if a situation 
was to be avoided where there was only a choice 
between raising exchange rates or returning to 
the import restrictions of the previous period, as 
a means of bringing about the inescapable reduc- 
tion in the demand for foreign exchange. 

On various occasions last year, the financial 
Press abroad reported a rumour of a forthcoming 
devaluation of the Danish crown, but this was 
categorically dismissed in responsible quarters in 
Denmark ; there has likewise been complete agree- 
ment between the Labour Government and the oth- 
er political parties that, unlike on earlier occasions, 
they will try not to meet the pressure on the 
currency by import restrictions. It is true that 
Denmark has expressed her disappointment to 
OEEC that Danish agricultural exports are in 
many countries always coming up against severe 
obstacles such as import prohibition, quantitative 
import restrictions and restrictive government 
trading, and that the application of the quantitative 
restrictions has in several cases been followed by 
increased customs duties. Denmark has neverthe- 
less completely fulfilled her commitments to the 
Organisation and supported its endeavours to 
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liberalise world trade further, in clear realization 
of Denmark’s interest in free world trade which 
enables the advantages of the international division 
of labour to be reaped to the fullest extent. Finally, 
there has also been agreement that foreign borrow- 
ing would not be a happy solution of the present 
difficulties even if it should be possible to obtain 
acceptable conditions for such loans. 


Methods of Combating the Present Foreign 
Exchange Crisis 
Denmark has therefore been mainly constrained 


to using credit and financial policy in an attempt 
to meet the drain on the foreign exchange reserves. 


During 1954, some reductions were made in 


defence expenditure for which grants had already 
been made, and in State expenditure for civil 
investment. Some restriction on the state-subsi- 
dised building was also imposed, as was a not 
insignificant increase in indirect taxes. There were 
however substantial difficulties in the way of 
reaching agreement on a firmer financial policy 
and emphasis was therefore put on the tightening- 
up of credit by the National Bank from the middle 
of the year. In order to meet the tendency for a 
more permanent lack of equilibrium between de- 
mand and production, doubts can be felt at the 
wisdom of allowing monetary policy to bear too 
great a part of the burden, as it will mainly affect 
investment at the expense of the future standard 
of living, employment and competitive power. As 
the influx of the younger age groups into the 
labour market will be specially large during the 
next few years, it should be doubly urgent to keep 
investment at a high level. The news that agree- 
ment had been reached at the end of March 1955 
between the Government and one of the other 
parties on the limitation of private consumption 
by means of substantial increases in purchase 
taxes should therefore be received with satisfac- 
tion. The revenue from these purchase taxes will 
mainly be returned to consumers in the form of 
savings bonds that will be redeemable over a long 
period of years. It is thus in reality a matter of a 


compulsory loan —a new form of “forced saving” 


— raised in a form which can only be defended 
on the ground that apparently only in this way was 


' 


it politically possible to reach the consumption of 
the great mass of the population. In addition, 
this arrangement made it possible — without ex- 
pressing it in words — to exclude the new indirect 
taxes from the automatic index regulation of 
wages. It is, however, equally important that com- 
pensation is not given for the increases in indirect 
taxation in any other way, e.g. at the renewal of 
the two-year agreements or by paying wages over 
and above the agreed level during the period 
covered by the agreement. 

One may well ask oneself if, a limitation of 
consumption, just as much as a check on invest- 
ment, will not be at the expense of employment. 
Some temporary unemployment may not be able 
to be avoided completely but with the present 
favourable export boom, there are good prospects 
for foreign demand taking the place of domestic 
demand. 

Tt can not be expected that the firmer financial 
policy will immediately be followed by a relaxa- 
tion of credit policy. The latter can not be con- 
sented to, until the results of the policy pursued 
take the form of a foreign exchange reserve of a 
tolerable size. It is moreover a pre-requisite that 
financial policy is not relaxed as soon as the 
results begin to appear. 

To conclude, it is worth mentioning that in spite 
of the drain on foreign exchange, Denmark 
maintained a net surplus of dollars which rose to 
about Kr. 500 millions last year. The National 
Bank’s dollar holdings have nevertheless sunk a 
little, this being due to the amortization of loans 
and payments connected with overdrawing within 
EPU. While Denmark, both before the war and 
particularly during the first two years after the 
war, showed an extremely pronounced import 
deficit with the dollar area, it has been possible 
during the last few years both to reduce imports 
from the latter, and to increase exports to this 
area in spite of American trade barriers. Even if 
the favourable result has partly been dependent 
on special circumstances, such as delivery to 
American Occupation forces in Germany and on 
the quantitative restrictions on dollar imports, it 
seems nevertheless that one can speak of a more 
permanent change in the structure of Danish 
foreign trade. 
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THE ECONOMIC SITUATION 


General Outline 


Roughly speaking the economic trend in Sweden 
during the post-war period has closely followed 
the course of the international business cycles. 
As in most other countries outside the iron cur- 
tain, inflationary strains on the full employment 
economy appeared in the years 1946—47 and 1950 
—5I as also to some extent in 1954 and in the 
beginning of 1955, while some dampening of 
economic activity was perceptible in the inter- 
mediate periods. Also in these periods of stability 
there has been a high level of employment with 
a minimum of unemployment. The average in- 
crease in total production during the whole post- 
war period has been more rapid than previously. 
Thus, during the period from 1946—54 the real 
national income per capita rose by 3 1/3 per cent. 
annually comperad with an annual increase of 2— 
2.5 per cent. during the interwar period and the 
decades immediately before 1914. The high rate of 
progress in the Swedish economy during the post- 
war period is probably to a considerable extent due 
to the circumstance that the expansion was not 
held up — as during earlier periods —- by more 
or less regularly ocurring recessions with unem- 
ployment, falling production and low investment 
activity. 

A serious side of the rapid rate of expansion 
and the full employment in the Swedish economy 
has been a high propensity towards inflation. Dur- 
ing periods of international price increases, the 
advance in the prices of export and import com- 
modities has released powerful inflationary reac- 
tions in the Swedish economy. Thus, wages and 
price index numbers rose rapidly in the periods 
1946—48 and 1950—52. In the intermediate peri- 
ods of relative stability there was never time 
enough for a recovery of the value of money — as 
in earlier periods — and wages rose relatively 
rapidly also during these periods. The consequence 
is that during the 10-year period of 1944—54, 
when the volume of industrial production increased 
by two-thirds, the wages level in industry more 


than doubled (+125 per cent.) and the costs of 
living mounted by about 40 per cent. It is against 
the background of the high propensity towards 
inflation of the Swedish economy that the rapid 
increase in economic activity in the course of 
1954 takes on a serious aspect. 

As distinguished from the previous inflationary 
periods in 1946—47 and 1950—51, the boom de- 
veloping during 1954 did not result from an in- 
ternational rise in prices. The international price 
level was, as a matter of fact, surprisingly stable 
in the Western Hemisphere after the severe set- 
back following upon the Korea boom. A slightly 
falling price trend dominated up to mid-1954, 
followed by a slightly rising trend during the 
autumn of 1954. This relatively protracted period 
of price stability, which is also reflected in the 
perceptible steadiness of the cost-of-living indices 
in most countries (apart from changes in taxes 
and subsidies), can be regarded as a result of 
fairly disparate economic developments in dif- 
ferent branches of industry and in various coun- 
tries. Instead of the all-embracing expansionist 
trends of the boom years, the period from 1951— 
54 was characterized by widely differing devel- 
opments in the various branches of activity. Thus, 
recessions and upswings occurred with varying 
time lags both in Sweden and in the other West 
European countries. When a recession occurred 
in the textile industry in 1951, production con- 
tinued to increase in most other branches of in- 
dustry, particularly in the heavy industry; when 
business conditions deteriorated in the engineering 
industry during 1952—53, a recovery was pro- 
ceeding in the textile industry and, finally, when 
during the second half of 1953 and the first half 
of 1954 the iron-works and iron-ore mines began 
to feel a slackness in trade, there reappeared a 
rapid upswing in the engineering industry. In 
spite of the fact that there was generally no 
decrease in total production, these fluctuations 
brought about some retardation in economic prog- 
ress at large which helps to explain the stability 
of the price level. 
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When from mid-1953 a general vigorous ex- 
pansion got started in Western Europe (with an 
increase in the industrial production averaging 


about 8 per cent. from 1953 to 1954), this increase 


in demand to its effect on the international price 
situation was counteracted by the recession of 
1953—54 in the United States (with a decline 
in industrial production of about 10 per cent.). 
Against this background the American upswing 
beginning in the autumn of 1954 which now 
coincides with a continued fairly general economic 
expansion in Western Europe (as also in most 
other parts of the world), appears to provide a 
possibility of a new international inflation. As 
has been maintained above, it is also possible to 
perceive a reversal of the price trends during the 
autumn of 1954. 

During the past months of 1955, however, the 
international price trends in respect of raw ma- 
terials, fuels and freight rates — after the increases 
occurring during the autumn — appear again to 
be rather undecided. There are several reasons 
why some hesitation makes itself felt on the price 
front, and it is therefore reason to believe that 
previous experiences from periods of international 
inflations need not be repeated. So far the Ameri- 
can economic upswing is not particularly striking ; 
up to the beginning of 1955 not much more than 
half of the industrial production lost in 1953 had 
been regained. In the forecasts for 1955 a real 
gross national income not much larger than that 
for 1952 is anticipated. Considering the popula- 
tion growth and increase in production capacity 
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since 1952 such a development would mean un- 
derutilization of capacity in various sectors of the 
American economy which would bring in its train 
a continued severe American competition in many 
international markets. The American business 
cycle development contains also an element of in- 
stability resulting from a rather one-sided special- 
ization of the economic expansion on motor-cars 
and housing. For these groups some degree of 
saturation may set in in the near future. A new 
circumstance of the greatest importance to the 
international economic prospects — a circum- 
stance that has played no great part previously 
during the post-war period — concerns the fact 
that from the autumn of 1954 or the beginning of 
1955 an increasing number of countries have in- 
augurated a restrictive economic policy in order to 
hold back too rapid an expansion. In the first place 
this refers to Great Britain where the official dis- 
count rate has been raised on two occasions. In 
such countries as Denmark and Norway the for- 
eign exchange difficulties have necessitated the 
adoption of quite drastic monetary and financial 
restrictive measures in order to hold back the 
growth of investment and consumption. Also in 
Sweden various actions have been taken since 
October 1954 in order to apply the brakes to the 
tendency of too rapid a rate of increase of de- 
mand. Furthermore, in a number of countries 
warnings have been given against the inflationary 
risks thereby foreboding the adoption of more 
restrictive economic policies, if the development 
should justify this. 


Wholesale Price Index of the Board of Trade. 
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It is obvious that the introduction of restrictive 
economic policies in a number of countries before 
more definite tendencies of rising prices have 
made themselves felt means an important new 
element in the general economic outlook. Tn 
addition to this there is also some persisting un- 
certainty in respect of the stability and duration of 
the American upswing. It is impossible to judge 
how effective the disinflationary economic policy 
will be in various countries in relation to the 
strains at hand. The unstable development of in- 
ternational politics will of course as usual be of 
great importance to the actual course of events. 

The inflationary tendencies which arose during 
the autumn of 1954 in Sweden and which the 
authorities are now trying to subdue, is of course 
closely connected with the international course of 
events outlined above. It is evident, however, that 
the disturbances of the Swedish economic equi- 
librium are this time “home-made” to a higher 
degree than in the previous situations of this na- 
ture during the post-war period. The most serious 
disturbance has its root in the relatively consider- 
able wage increases agreed on or under negotia- 
tion for 1955. The rise of incomes, which on a 
percentage basis probably will lie quite a bit above 
the expected increase in productivity for the whole 
of the economy, should to a great extent be con- 
sidered as a consequence of the too vigorous ex- 
pansion of demand that occurred in 1954. The 
following table from this year’s national budget 
throws some light on this point: 
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Balance of Resources for 1952—54 at 1053 prices. 


Mill. Kronor Change 
percentage 
1952 1953 1954 1953—54 


Supply prel. 

Gross national product 
at market price. . . 

Imports of commod- 
ities cay te 

Decline in inventories, 
Ar ePRNT, PR CoM eC == 310 400 _ 


41,379 43,170 45,110 + 5 


8,180 8,160 9,200 + 13 


Total supply 49,550 51,640 54,710 + 6 
Allocation 
Private domestic gross 
investments 6,700 7,400 8,040 + 9 
Public domestic gross 
investments 4,900 5,580 6,130 +10 
Increase in inventories, 
Cl CERO Soe TR Ge 780 _ _ _ 
Exports of commodities, 
f. ‘oO. ‘bij and’ net 
SEXVICES 6 sk Ge 7,960 8,500 9,250 + 9 
Private consumption 24,370 25,140 26,040 AF fh. 
Public consumption 4.840 5,020 53250 oh 
Total allocation 49,550 51,640 54,710 + 6 


According to these preliminary estimates, the 
heavy expansion of demand for public activities 
as well as for private investments and consump- 
tion has implied an increase in total expenditure 
by 6 per cent. from 1953 to 1954. As was 
mentioned above, the “normal” rate of increase in 
the real national income during the post-war peri- 
od was 3 1/3 per cent.; the 195354 rise by 5 
per cent. (see table above) may be regarded as 
rather exceptional as a consequence of the relative 
stagnation occurring during 1951—52. The heavy 
increase in demand has implied a certain amount 
of overstraining of the resources which has mani- 
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fested itself in a sharp rise in the volume of im- 
ports (by 13 per cent.) and a perceptible shortage 
of labour, particularly skilled labour. Generally 
satisfactory business profits for 1954 and good 
prospects for 1955 together with the keen compe- 
tition on the part of the employers for the scarce 
Jabour available have given rise to the large 
demands for wage increases in 1955. 

To the general features of the economic situa- 
tion in Sweden belong also the plans for continued 
heavy expansion of demand during 1955 in the 
private sector, and then particularly in industry. 
The cyclical fluctuations discussed above resulted 
as far as the Swedish industry is concerned in 
some decline in the volume of production from 
1951 to 1953 and, above all, in the volume of 
investments in this sector. This contraction in 
production and investment activities was however 
compensated for by a continued and very rapid 
expansion in public (state and municipal) expend- 
itures for consumption and investments (a rise 
by about 8 per cent. per year) and from 1952 in 
a growing volume of house-building. A recovery 
in industrial investments occurred during 1954 — 
coinciding with an increase in the volume of 
production by 5 per cent. — and this expansion 
showed noticeable tendencies to continue in 1955. 
There was a big increase in the number of applica- 
tions for industrial building permits (-++50 per 
cent.). This conjunction of strong expansionist 
tendencies in industry and other sectors of the 
private economy with a continued rise in public 
expenditure, and then particularly in the municipal 
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sector — especially as this was happening in a 
situation which towards the end of 1954 was 
characterized by a considerable shortage of labour 
and a rising trend in respect of imports — implied 
a perceptible disturbance of the economic balance. 
In economic policy this disturbance released clear 
caution signals. The restrictive measures adopted 
are accounted for in some detail in the following 
outline. 

In order to judge the effects of the economic 
policy adopted it should be noted that the economic 
development in Sweden after 1950 indicates a 
noticeable lag for industry; the volume of in- 
dustrial production for 1954 was only a few per 
cent. above the 1951 level, while the real national 
income for that period rose by at least 10 per 
cent. Normally, industrial production grows at 
a faster rate over long periods than national in- 
come. The space was filled out by a vigorous ex- 
pansion of the construction of new houses (by 
nearly 50 per cent.) and by central and local 
government expediture for investments and con- 
sumption. As a consequence of this development 
the Swedish industrial production after 1950 has 
come to lag behind the developments in most other 
European countries. According to the statistics pub- 
lished by the Economic Commission for Europe, 
the index number for the West European in- 
dustrial production rose by 27 per cent. from 
1950 to the second quarter of 1954, while the 
corresponding figure for Sweden is only 14 per 
cent. Only 3 out of 17 countries showed a lower 
increase in production than Sweden. But, when 
a recovery of production and investments in the 
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Swedish industry got started in earnest during 
1954 aiming at continued expansion during 1955, 
the space for expansion was sc to speak to a great 
extent occupied by public activity and house build- 
ing. The tightening of economic policy during 
recent months — by means of restraints on the 
granting of building permits, as well as credit 
restrictions and investment duties — will to a con- 
siderable extent result in a retardation of industri- 
al expansion. As seen from the perspectives dis- 
cussed above such a policy seems to be open to 
question. 

The significance of these points of view stands 
out still more clearly if the probable effects of 
this year’s wage advances are taken into con- 
sideration. It does not seem improbable that the 
total increase of private income for 1955 will 
correspond to an increase in the income available 
for consumption of about 9g per cent. Thus, the 
increase in expenditure would be considerably 
greater than the total increase in the gross national 
income calculated at fixed prices, as envisaged in 
this year’s national budget. In such a case the 
wage rises would result in an increase in con- 
sumption at the expense of the investments. As 
some increase in public expenditure and private 
investments is inevitable even when a restrictive 
economic policy is applied, there is risk of the 
appearance of a certain amount of excessive de- 
mand. It is not possible to estimate to what extent 
the brakes applied on investments and govern- 
ment spending, will reduce the gap. It may be 
expected that this increase of demand in relation 
to supply will lead to a continued rise in the 
import surplus. 1954 brought about a slight deficit 
in the current balance of payments — after four 
years of surplus. Under the mentioned circum- 
stances the deficit of the balance of current pay- 
ments can be expected to be considerably larger in 
1955. In view of the size of the gold and exchange 
reserves of the country such a development does 
not mean that there will be any risk of foreign 
exchange difficulties of the kind experienced last 
year by some countries. As is brought out in this 
year’s Budget, it would, however, be desirable, if 
during pronounced boom years Sweden added to 
her foreign exchange reserve. During periods of 
slackening intenational business conditions a poli- 
cy of full employment in Sweden may give rise 


to materially greater and more “natural” strains 
on the balance of payments. It is furthermore 
likely that the wage increases will cause some rise 
in the cost of living, which, just as a rise in 
imports, in itself should have a moderating effect 
on real demand, but instead may give rise to other 
disturbances. Such price rises have been an- 
nounced for certain agricultural produce (i.a. 
resulting from a sharp rise in farm worker 
wages). In other sectors the possibilities of higher 
prices are prevented or limited by international 
competition. Sweden has carried her liberalization 
of imports far in relation to the O.E.E.C.-coun- 
tries and has also since the autumn of 1954 
brought about a material liberalization of her 
dollar imports. To the extent that the international 
economic developments in various branches of 
industry, trade and agriculture preclude compensa- 
tion for the increase in wage costs during 1955, 
the result will be a contraction of profit margins. 
In this manner the combination of considerable 
wage rises and relatively severe international 
competition may have a restraining effect on the 
economy. To the extent that the wage increases 
in other countries-are developing at a slower rate 
than in Sweden, the competitive position of the 
Swedish export industry will deteriorate. 


Labour Market, Investment and Foreign Trade 


The outcome of this year’s wage negotiations, 
which have been unusually long drawn out and 
difficult, is, as said above, of central importance 
to the economic development in the near future. 
Last year’s rising demand for manpower resulted 
in upward wage adjustments outside of the rates 
agreed on. The development during the year also 
led to changes in the pattern of wages between 
various branches. The trade unions wish to level 
out such changes, and as it is very difficult to 
lower existing rates of wages, such processes of 
adjustment have to be made upwards. The profit 
situation during the year had furthermore im- 
proved noticeably in most branches of industry 
and trade which favoured actions for wage in- 
creases. Thus, at the beginning of the wage ne- 
gotiations there were a number of circumstances 
present which indicated that labour would claim 
quite considerable wage rises. 
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As a matter of fact, the wage demands came 
to be much higher than was expected from the 
beginning. Even though there was, of course, some 
margin for reduction of the demands put forward, 
there was obviously the risk that the outcome 
of the wage negotiations might bring about a 
serious disturbance of the equilibrium in the 
national economy. To begin with, however, the 
wage negotiations took a relatively quiet course. 
In several branches agreements were reached on 
wage increases which seemed to keep within the 
bounds of the rise in productivity, and as examples 
of these branches may be mentioned the engi- 
neering shops, the iron-works and the tanneries. 
By and by, however, the situation took a turn for 
the worse. The negotiations in the pulp and paper 
industry could not lead to any agreement, and the 
labour part gave notice of their intention to 
proclaim a strike. The employers, who opposed 
the workers’ demands citing first and foremost 
the effects on the equilibrium of the national econ- 
omy and the fact that the branches concerned did 
not belong to the groups having a particularly 
low level of wages, responded to the strike threat 
by giving notice on the 14th February of their 
intention to proclaim a lockout for no less than 
500 000 workers, i.e. practically all workers within 
the field of the activities of the Swedish Employers’ 
Confederation. If the lockout threat had been car- 
ried into effect, the conflict would, of course, 
have had extremely far-reaching and complicated 
consequences for the national economy. The 
authorities were anxious to have the conflict set- 
tled and therefore they appointed a special com- 
mission to bring about an agreement. After rather 
difficult negotiations, this commission was also 
successful in finding a solution, and the threat of 
a conflict, which could have been the most serious 
one on the Swedish labour market since the strike 
in the engineering industry in 1945, was thus 
averted. The agreement for the pulp and paper 
workers, which means a sizeable reduction of the 
original labour demands, has, however, produced 
a substantial raising of the wage level for their 
branch of industry. 

Up to the end of March it had been possible 
to finish off most of this year’s wage negotiations 
as far as labour is concerned. At that time, 


however, the salaried employees had hardly con- 
cluded any agreements at all. They have instead 
wanted to abide the outcome of the wokers’ ne- 
gotiations, as they are of the opinion that the 
last two years’ collective bargaining has left them 
behind the workers and they now want to recover 
this lag. 

To judge from the agreements so far concluded 
and from what can be conjectured about the 
probable outcome of the negotiations of the sala- 
ried employees, it is likely that the total wage in- 
creases resulting from this year’s collective bar- 
gaining will be not inconsiderably greater than the 
available space from the point of view of the 
national economy, which space is conditioned by 
the general rise in productivity. It is not yet pos- 
sible to give any exact details about the size of 
the wage increases. How much added spending 
power the wage rises will actually produce will 
also depend on which upward wage adjustments 
outside of the agreements will occur during the 
year. 

On the basis of the agreements reached and 
the additional rates paid above the contractual 
level, wage increases for various groups will chiet- 
ly range from 4 to 12 per cent. As is mentioned 
above increases of this size can be expected to 
cause some advances in prices. In one important 
commodity sector, the one of agricultural produce, 
the wage rises have already from the 1st April 
resulted in increased prices. As a consequence of 
primarily the rise in the wages of farm workers, 
the consumer prices of i.a. milk, meat, pork, cheese 
and eggs have been raised. The increased food 
prices are estimated to bring about a total rise in 
the cost of living of one per cent. 

The steps so far taken by the authorities in 
order to hold back the rising pressure on the 
Swedish economy have above all been intended 
to keep investments within bounds, and then 
particularly the investments in the private sector’. 


1 In the beginning of April, the Goverment introduced a 
scheme for compulsory saving to operate during 1955—56, 
intended to bring about some curtailment of consumption, This 
scheme did, however, not materialize and some other monetary 
and fiscal measures ware introduced instead. A new 4 */2 per 
cent loan was issued and the discount rate was raised by I per 
cent to 3 5/4 per cent, which lifted almost the entire interest 
structure by about I per cent. 
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The measures comprise, for one thing, a tight- 
ening of the credit restrictions (on which more 
will be said in the following) and the physical 
controls of construction, and, for another, the 
imposing of an investment duty. The investment 
duty was passed on the 16th January and will in 
its present form remain in force only during 1955. 
This duty has been drawn up on much the same 
lines as the one of 1952. Roughly speaking the 
purport of the duty is that all investments of 
private enterprise in buildings and machinery, 
which will be completed during the present year 
and were not ordered prior to the 16th January, 
will be charged with a special duty amounting 
to 12 per cent. of the investment cost. For 
motor-cars a special purchase tax is to be paid. 
Government and municipal investments and prac- 
tically the whole of residential construction are 
exempted from the duty. For private invest- 
ment an amount of Kr. 20000 is furthermore 
free of duty. The investment duty is also deduc- 
tible in the tax returns, and therefore it will actu- 
ally amount to only about 6 per cent. for com- 
panies. The reimposition of the investment duty 
encountered heavy criticism on the part of private 
enterprise. For one thing, it was considered dis- 
cussible that the restraint on investments would 
mainly be limited to the private sector, while 
residential building and the public sector were left 
untouched. For another, it was maintained that an 
increase in the interest rate would have been a 
more adaptable and from several points of view 
a more appropriate weapon. 

It is yet too early to draw any definite con- 
clusions on to what extent the new duty has led to 
a postponement of previously planned investments. 
The commercial banks feel, however, that it has 
not played any important part in this respect. It is 
very likely that the credit restrictions mean much 
more than the investment duty as a restraining 
factor. A canvassing of some machine-supplying 
firms, which reasonably should feel the effects of 
the new duty at an early moment, indicates that 
during the first two months since the introduc- 
tion of the measures no noticeable decline in the 
demand for machinery has been observed. 

As to the purchase tax on motor-cars, which 
forms a complement in the consumer sector to the 


investment duty, it is also too early to give any 
definite pronouncement on the effects. So far 
available figures for the registrations of new 
passenger cars do not, however, indicate any si- 
zable decline in demand. In all probability the de- 
mand for small cars of well-known manufactures 
will remain on a high level, particularly as a 
number of rather important price reductions have 
been made after the investment duty was imposed. 

As to the control of the building activities it 
can be mentioned that the industrial quota for 
construction during 1955 is unchanged as com- 
pared with 1954, i.e. Kr. 200 million. Last year 
industrial construction was, however, allowed to 
exceed this fixed quota, which in all probability 
cannot be repeated this year. A strict limitation 
to the amount of the quota would bring about 
a considerable curtailment of industrial invest- 
ments compared with last year. Particularly 
during the first half of 1955 this curtailment 
will be strikingly noticeable as it has been laid 
down that only 25 per cent. of the quotas may be 
utilized during this period. As to residential build- 
ing the national budget does not envisage any 
change during 1955 compared with last year’s 
figure. 

In the general outline it has been made clear that 
this year’s wage negotiations may have some 
repercussions on foreign trade, which last year 
resulted in an import surplus of Kr. 977 million 
compared with Kr. 504 million during the previ- | 
ous year. The current balance of payment is | 
estimated to result in a deficit of somewhat more — 
than Kr. 100 million compared with a surplus of © 
Kr. 340 million in 1953. Imports rose by a little | 
more than Kr. 1ooo million while the rise in | 
exports was only about half this figure. Particu- ; 
larly during the second half of the year there was — 
a vigorous increase in imports. To judge from the 
available statistical figures, the tendency towards _ 
rising imports has continued during the first 
months of this year. During January—February 
the import surplus amounted to Kr. 285 million 
compared with Kr. 265 million during the same 
period last year as indicated in the following table. 

Last year’s substantial increase in the Swedish 
foreign trade belongs almost in its entirety to” 
the trade with the E. P. U.-countries. The in- 


Imports Exports eae 

| (Million kronor) 
Jan.—Febr.1950....- - 771 759 12 

> >» 1951. .-.-.- 1,354 907 387 

> (se 1,675 1,530 45 

> BRETORSictel. 6s 1,293 1,042 251 
bY MEEEOS Gn. cis) or 1,340 1,075 265 

» REEOGS oy) rw + + 1,646 1,361 285 


crease is particularly noticeable in respect of 
‘Western Germany, the Netherlands and the Scan- 
‘dinayian countries. In the trade with the dollar 
‘area imports rose by about Kr. 75 million com- 
pared with 1953 despite the fact that dollar-paid 
oil imports dropped by about Kr. 100 million. The 
increase in imports was only to a small extent due 
to the liberalization of dollar imports introduced in 
October last year, thus too late to have much ef- 
fect on imports during the year. Exports to the 
dollar area dropped by about Kr. 120 million, 
chiefly as a consequence of reduced exports of 
iron-ore, pulp and paper. Sweden’s trade with 
some important countries during 1953 and 1954 
is shown in the following table. 


Foreign Trade with Some Important Countries 


during 1953 and 1954. (Mill. kr.) 

Imports Exports Trade Balance 

1953 1954 1953 1954 1953 1954 

Great Britain. . 1,336 1,464 1,451 1,526 +115 + 62 
Western Germany 1,492 1,867 880 1,011 —612 —856 
Netherlands .. 506 645 454 496 — 52 —149 
Norway... . 292 331 618 805 +326 +474 
United States . 657 724 513 390 —144 —334 
Denmark ... 254 325 436 538 +182 +213 
Pee... «8386 «6455 «| 362, gg0, — 24. — 65 
Deore. « 409 455 362 354 — 47 —Iol 
Cols 20% . 324 272 268 — 19 — 56 
Lo 237. 280 205 255 -— 32) — 22 
Switzerland .. 204 215 123 #+%1I00 — 81 —1II5 
[SEO o Ke eK AOE TTS ie ES 605 23 
Hapland... . 68 80°. 263) G8) ese eS 
Australia... 68 57 101 138 + 33 + 81 
ee ss , 31 96 =—s-130 76 — It — 20 


Last year there were only small changes in the 
terms of trade. On an average the import prices 
remained on about the same level as during 1953. 
while the export prices showed a small decline. 
‘Thus, our terms of trade have deteriorated by 
a few per cent. compared with 1953. 
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The total foreign exchange reserves dropped 
last year by Kr. 111 million, and at the same time 
there were considerable changes in the composition 
of these reserves. The holdings of the Riksbank of 
gold and dollars (excluding holdings received un- 
der the E. P. U.-agreement) rose considerably, 
while their holdings of other currencies declined. 
In spite of the import surplus, the foreign ex- 
change reserves have not changed to any extent 
worth mentioning during the first two months of 
this year. These months caused a drain on the 
exchange holdings of the Riksbank, but at the 
same time the exchange position of the commercial 
banks improved so that the aggregate result showed 
an increase in the reserves by Kr. 39 million 
compared with a reduction by Kr. 75 million 
during the same period last year. As mentioned 
above it is, however, to be expected that the 
economic development during the present year 
will bring about a considerable drop in the foreign 
exchange reserves. 


Foreign Exchange Reserves. 


1953 1954 1955 
31/12 30/6 30/9 31/12 31/3 
(million kronor) 
The Riksbank 


Gold and dollars. . . 1,147 1,389 1,597 1,760 
Gold and dollars under 
EPU agreement . . . 419 294 334 249 
EPU currencies . . - 970 761 564 422 
Other currencies. . . 85 43 714 43 
Total 2,621 2,487 2,569 2,474 2,293 
Commercial banks +3 —126 +18 +39 +137 
Total 2,624 2,361 2,587 2,513 2,430 


The Credit Market 


For the commercial banks, last year was charac- 
terized by a very decisive increase in advances 
and a gradual deterioration in liquidity. In 1954, 
advances to customers rose by Kr. 1 161 million 
or not quite 12 per cent., a remarkably high 
rate of increase, particularly in view of the fact 
that the price level was just about unchanged 
during the year. The expansion in credit was, 
however, not limited to the commercial banks. 
The savings banks, for instance, showed an in- 
crease in advances during the year by Kr. 662 
million or nearly 8 per cent. 


60 SKANDINAVISKA BANKEN 


This increase in bank advances made the Riks- 
bank in the beginning of the present year to get 
in touch with the credit institutions in order io 
bring about increased restraint on the granting of 
credit. The voluntary agreement, concluded be- 
tween the Riksbank and the commercial banks in 
the beginning of 1952 for a restrictive lending 
policy, was still in force, but under the pressure 
of a great demand for credit during the second 
half of last year many banks did not manage to 
fulfil the liquidity requirements laid down by the 
agreement. In order to bring about some modera- 
tion of the inflationary pressure, a very much in- 
creased restrictiveness in the credit policy was 
ia. demanded, and by mid-January the negotia- 
tions led to an agreement being reached between 
the Riksbank and the commercial banks. The 
commercial banks then declared that they were 
prepared once more to strengthen their liquidity 
and by that means to cut their advances. In the 
first place the liquidity quotas under the 1952 
agreement were to be fulfilled. The qualitative 
rules of the 1952 agreement were to be applied 
also in this case, but it was pointed out in a special 
communiqué from the banks that this time no 
sectors — not even housing and building credits 
— should be excepted from the rules for a 
restrictive granting of credit. The Riksbank also 
entered into negotiations with other credit institu- 
tions for a limitation of their volume of advances. 

During the first two months this year there 
was not time enough for the tighter credit policy 
to have any effects worth mentioning on the 
amount of advances. During January and Febru- 
ary the advances of the commercial banks contin- 
ued to rise by Kr. 134 million in all. The increase 
was, however, smaller than during the correspond- 
ing period last year when it amounted to Kr. 201 
million. When gradually the tighter credit re- 
strictions will make themselves felt generally, a 
greater effect is likely to appear. It has been pos- 
sible for the banks to observe a greater measure of 
cautiousness on the part of the enterprisers in re- 
spect of investment projects demanding increased 
credit. To judge from the evidence at hand 
it seems as if the very knowledge of the fact that 
in the future the banks will have to exercise the 
greatest measure of restraint in respect of new 


loans has put a check on the demand for credit. 
It is possible, however, that the credit require- 
ments of the companies will increase later on 
when this year’s pay boosts, as mentioned in the 
general outline, will reduce their possibilities of 
self-financing and will make their investments 
more expensive. 


Position of the Commercial Banks. 


1953 1954 1955 
Assets (in mill. kr.) Dec,  Febr. Dec. Jan. Febr. 
Cash wage weer 646 315 647 504 488 
Treasury bills 1,482 1,754 882 1,034 1,058 
Swedish bonds. 1,863 2,036 2,167 2,218 2,222 
Advances 9,932 10,133 11,092 11,164 11,227 
Banks abroad. . 314 344 331 387 387 
Sundry accounts 790 479 906 476 583 
Total 15,027 15,061 16,025 15,783 15,965 
Liabilities 
(in mill. kr.) 
Deposits. . . . 11,839 12,180 12,727 13,029 13,162 
Banks abroad . 321 344 302 277 236 
Share capital and 
teserve funds. 1,153 1,154 1,154 1,154 1,155 
Sundry accounts 1,714 1,383 1,842 1,323 1,412 
Total 15,027 15,061 16,025 15,783 15,965 


The Stock Market 


The continuous rise in prices, which has char- 
acterized the Swedish stock market ever since 
1952 and which last year lifted the level of prices 
for industrials with about 30 per cent., does not 
constitute any for our country isolated phenomenon 
as similar tendencies have been observed in the 
rest of Western Europe as well as in the United 
States. In Switzerland, for instance, there was 
last year an increase in the price level by 25 per 
cent., in the Netherlands by 35 per cent., and in 
Great Britain by 38 per cent. Dow Jones’ average 
index for American quotations accounted for a 
rise by 41 per cent., and in Western Germany, 
where, however, special factors contributed to the 
result, the increase was more than 100 per cent. 
The fact that such sizable advances in prices have 
occurred also in countries where no inflationary 
trends have been noticed, may be interpreted as 
indicative of a rising interest in stock as a form 
of investment. 

The Swedish stock market has probably to some 


xtent been influenced by the fear of a new in- 
lationary wave. The new Stock Exchange year 
tarted with a marked rising trend in prices, but 

‘eady by mid-January the Stock Exchange 
dopted the more time-marking and cautious at- 


tude ruling ever since. From mid-December to 
id-March the level of prices of the shares of the 
ome-market industries rose by 4.0 per cent. The 
rresponding figure for the shares of other in- 
ustries is 4.6 per cent. and for the shares of the 
banks 0.3 per cent. This development has been 
similar to that abroad and a consequence of the 
tighter economic policy. 

The advances in discount rates in Great Britain 
and Norway gave to some extent rise to increased 
uncertainty as to the development of the rate of 
interest in this country; in addition the threat of 
a conflict in the labour market caused a temporary 
weakening of the price level. 

The great expectations in respect of last year’s 
company profits have on the whole been realized 
in the balance sheets so far published. This has 
had a stimulating effect on the Stock Exchange. 
The more cautious dividend policy adopted by 
some companies has, however, at the same time 
had a restraining effect. Also the many new 
issues, which have been announced during the 
first months of the year and which can be ex- 
pected to cause the share-holders some financing 
difficulties as things stand at present, have had 
a restraining effect on the prices. 

A preliminary agreement as to the taking over 
by the Svenska Handelsbanken of the Inteck- 
ningsbanken did not cause any rise worth men- 
tioning in the shares of the latter bank as their 
price had already previously risen by about 25 
per cent. as a consequence of the rumours about 
the fusion. The announcement that a Govern- 
ment committee had recommended that the state 
should avail itself of its right to redeem the 
50 per cent. share holdings in the LKAB (the 
Luossavaara-Kiirunavaara Mining Company) held 
a the Grangesbergsbolaget (the Grangesberg 

ining Company), brought about a brisk demand 
for the shares of the Grangesbergsbolaget. The 
yield as a percentage of the market prices for a 
selection of representative securities is given in 
the following table: 


Mar. Dec. Jan. Febr. Mar. 
15 15 15 x5 15 


MCs ere or sa Hoy eves ai B10) 62:5 $2.9) — 2.8 
2 wood and iron industries 3.2 On 2:0) SG ~2:9 
5 exporting engineering 

COMAPANIES | tos «) sy cs 5.2 42 4.1 4.2 4.2 
4 leading banks. .... Ai) 83-0) 3.84 .3,0)° “4.0 


Since our last period of review the following 
issues have been proposed: 


Bonus Issues. 


AB Malmé For. Bryggerier 
(The Malmé Amalgam- 


ated Breweries, Ltd.) . 1 new for4old shares Kr. 1.3 mill. 
AB Stockholms Bryggerier 

(The Stockholm Brew- 

Coo (a7 lh 4c) ee ji a eS OE 
Koppanforss AB 2. 2. bid »T 2, 2 » 20 > 
AB Klippans Finpappers- 

peti tee os tat «foes 0 a aor » » » 10.5 
Fagersta Bruks AB. . . I » » 2 » > » 20 » 
AB Svenska Metallverken 1 » » 5 » > » $85 » 


Metallfabriks AB C. C. 
Sporrong & Cova. . Fa Sy 9 > yg FD 


Bolidens Gruy AB. . . 
(capital reorganization by raising the nominal 


value of the shares from Kr. 50:— to Kr. 100:—) » 42 
AB Férenade Superfosfat- 

fabri Gtin ro wcwfem se 5). ti inewfor3oldshares » 6.1 
Holmens Bruks- & Fabriks 

da ee ia acer Lio tee » > 23 
AB Hilsingborgs Gummi- 

fabriks Intressenter. . I » » » > i 
Mo Domsjé AB. . . Le tpt 2) yy 5 BE 22 
Uddeholms AB ....1% »4% » » 25.8 
Svenska Ackumulator AB 

sj MO QUEL! Wr... 0 See er Pea: 3) > 4.9 
AB UCustOsS | once ce © ators 4's » 8.6 
Wikmanshytte Bruks AB 1 » » 3 » » pew 
ABS VOlWONs oes Smal. T sSa5. > >» » 15 
El. Svetsn. AB (ESAB). 3 » »7 » | » 3 
Sv. Diamantbergborm.AB I » » 2.» » 3 
Billeruds AB ..... Te A s2 > » » 24 
AB Pellerins Margarin- 

fabrile aes te ee a x »3 » » > 2 
Svenska Amerika Linien 

Capital reorganization by raising the nominal 

value of the shares from Kr. 50.— to Kr. 100:— » 21 
Gunnebo Bruks AB . . Inewfor6oldshares » 1 


New Issues. 


Skandinaviska 
Banken AB 
Bolidens Gruv 
AB <"apee ft y 635.7 > » » Too. » 16.8 >» 
Yngeredsfors 
Kelt AB. hs 6 2 » » » I20-. » 5 > 


1 new for 5 old shares at Kr. 140.-. Kr, 32.4 mill. 
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AB Svenska 


Metallverken 1 new for 5 old shares at Kr. 120,-. Kr. 8.5 mill 


AB Pripp & 

Lyckholm. I » »5 » #  - pe STOO.S, so t6165 Ly: 
UddeholmsAB I » »3 » » » » 130. » 35.8 » 
AB Svenska 
Amerika Linien I » »5 » » » » 100- » 8 » 
Gunnebo Bruks 

(ABS iq te Dike ee eo 3 Poh ELS <.5 2) » 
AB Bahco. . » 100-. » 3 » 


It deserves being added that the total value of 
the increases in capital resolved last year by 768 
companies amounted to Kr. 822 million, out of 
which Kr. 389 million was in the form of new 


issues. 


The Bond Market 


The effects of the extensive Government bor- 
rowing during the autumn last year have made 
themselves felt in the first months of this year. 
The interest of buyers has been slight. The in- 
surance companies covered future investment re- 
quirements in advance by investing considerable 
amounts in the 3 1/2 and 4 per cent. loans issued 
last autumn, and in addition they have had an 
ample supply of other investment objects, above 
all real estate loans, As to the insurance companies 
the following preliminary particulars are now 
available on the distribution of their investments. 


Distribution of Insurance Company Investments. 


(Mill. Kr.) 
At the end of 
1953 1954 Change 
Government securities 1,510 3 Pi by + 261 
Municipal loans. . . . 1,511 1,625 a he 
Real estate loans 3:491 3.877 + 386 
Industrial loans, etc.. . 2,073 2,168 + 95 
Other investments . . . 1,886 1,919 + 33 
10.471 11,360 + 889 


Any offers of 4 per cent. bonds from short- 
term investors have not so far been noticeable 
which first and foremost probably is due to the 
fact that the liquidity position of the investing 
companies is almost unchanged. The issuing ac- 


tivities during the first quarter this year have been 
quite limited. The National Debt Office issued a 
premium bond loan of Kr. 150 million, which was 
rapidly absorbed. Furthermore, the City of Stock- 
holm issued a 3.7 per cent. promissory note loa 
totalling Kr. 60 million, but this issue met with 
little success and at the end of March the greate 
part of the loan was unsold. 

The following table shows the distribution o 
bonds over borrowers during 1954: 


Outstanding Bond Loans. 


(Mill. Kr.) 

1953 1954 Changes 
Sly 81/19 in 1954 
Swedish Government. . . 9,290 10,781 + 1,491 
Mortgage institutions. . . 4,403 4,680 + 277 
Municipalities. ..... 1,331 1,200 = ae 

Industrial and transporation 
companies, etc, 5 5,669 1,732 + 63 
Total 16,693 18,393 + 1,700 


The prices of long-term 3 1/2 per cent. bonds, 
which shortly after the issuance of the Govern- 
ment 4 per cent. bonds last October stabilized at 
the 3 3/4 per cent. level, have later fallen some- 
what in respect of the industrial loans, but re- 
mained stable in respect of the Government loans. 
For the former the yield in the middle of March 
was about 4 per cent., for the latter somewhat 
below 3 3/4 per cent. During the first months of 
the year some upward adjustment of the interest 
rates occurred in the money market as the follow- 
ing table shows: 


Vield on Short-Term Loans. 


1953 1954 1955) 
Dec. Mar. June Sept. Dec. Mar. 
15 15 15 15 15 15 


Shortdated bonds: per cent. 
TOVERE ws 5.4 on 2.50 2.50 2.50 2.65 2.70 2.75 
ota yeatiie eos. 260 2.50 2.50 2.80 3.05 3.10 


Longer periods . . 2.90 2.90 2.90 2.95 3.15 3.20 
Treasury bills: . 

Up to 3 months. . 1.7 ny 7 any Be 1.8 
Day-to-day loans: 


1 day’s notice. . . 2.25 2.25 2.23 2.00 2.25 2.25 


QUARTERLY REVIEW. APRIL 1955 


Some Statistical Data on Sweden's Economic Position. 


I. THE RIKSBANK. (Amounts in million kr.) 


Assets 


Liabilities 


Gold and Foreign Exchange Reserves 


Sight Deposits 


2 Bonds and Domestic Other : Note : 
Gold? ae : Total Treasury Bills Bills | Advances | Circulation State Sp ae Other Total 
1 332 734 2 083 106 13 37 1 061 418 428 3 849 
5 688 1153 3443 21 188 3513 il 312 4 867 
785 1594 2 379 2 821 21 226 4 090 528 522 a 1 110 
954 1350 2 304 3 249 49 272 4577 449 558 22 1029 
1130 1 491 2621 2786 46 311 4335 303 180 2 545 
1 370 I 104 2474 3 267 16 83 5 087 289 150 2 441 
| : 
1954 IQS5 | 1954\ 1955\ 1954\ 1955 | 1954 | 1955 1954 L955 1954) IQ55\ 1954\ 1955 | 1954) 1955 | 1954\ 1955| 1954\ 1955| 1954) 7955 
1 129 | I 370} I S10\1 039 2 639 2.409|2284| 2997| 45 | 16 | 246| 14 |4610| 4855) 177) 123] 103] 137] 2) 5§| 282 265 
1128 | 1 370| 1418) 973/2546| 2 343|2 342, 2953| 45 | 15 | 362 44 4584| 4793| 357) 144] 29| 101| 2/| 2| 388) 247 
1 128 | 1 370| 1 328| 923|2 456| 2 293|2299| 2777| 46| 16 | 338| 188 |4459| 4756] 309] 129| 19) 93) 2) 2] 330| 224 
| 1129 1 356 2 485 2 33 46 425 4575 321 30 3 354 
1130 |13 2 496 2 300 41 484 4433 51 21 3 538 
1132 | 1356 2 488 2 405 | 14 419 4593 37 38 2 416 
‘1131 I 330 2 401 2 530 | 14 | 42 4 463 100 119 2 22) 
1131 1357 2 488 2572 13 | 3 4 523 150 76 3 228 
1131 {1438 2 569 2477 15 | 9 4615 149 24 9 182 
t159 (1416 2575 2 642 17 | 27 4730 105 | 72 13 190 
1274 1273 2547 2 699 Dal 55 4739 213 25 4 242 
| 1 370 1 104 2 474 3, 267 16 | 83 5 087 289 150 2 441 
a value. — ? Net claims on foreign countries. 
II. COMMERCIAL BANKS. (Amounts in million kr.) 
, F Distribution of Loans on T 
Swedish a rtoaanes ; Deposits Ne Claims of Security (in %). bak: 
on Bonds * Domestic | Thereof Total eee ig acai AY Personal Bonds, mer- 
Bills Redisc. | Advances Mortgages) Giarantee| Bates \chandise, &c 
| % % % % 
601 190 1 163 3175 4 338 260 —78 95 58,4 13,8 15,3 12,6 
681 1 107 2126 7114 9 240 930 —310 —392 58,8 20,9 6,6 13,7 
936 1 84 2 641 7534 Ors 10 513 338 —492 57.8 20,9 6,4 14,9 
22 171 2431 7 417 9 84 10 35° 510 —131 7,8 21,6 6,4 14,2 
3 345 2 478 7 454 9932 11 839 1.907 95 I,o 19,7 6,2 13,1 
647 | 3.049 2818 8 274 11 092 12 727 1635 126 62,1 19,1 5,8 13,0 
1954|1955| 1954 | 1955 1954 1955 |T9S4\I9SS| T9OS4 | 1955 | IOS4 | TOSS r954| 1955| IOS4 | FOSS |19S4| I9SS\T9S4\ 1955 1954\1955 1954 | 19S5 
5 664) 3 252) 2 471] 2 812|7500|8352| 9 971| 11164) 12086|13029|2 115]! 86s} 206| 220) 61,2| 62,4 19,5| 18,9) 6,1 | 5,7| 13,2 | 13,0 
315 438 es 3 280 S. 7) 2 816}7646|8411/ 10133 ae? 12180|13162|2 047/1 ae 97| 279] 60,5} 62,4 | 19,6] 19,1 | 6,0] 5,7] 13,9 | 12,8 
370 | 480 | 3 523) 2 988) 2 619) 2 913|7844)8474) 10463| 11387\12268|12845/t 805|1 45 10| 189! 60,6] 62,1 | 19,5] 19,3 | 6,0] 5,7| 13,9 | 12,9 
382 3588 2 694 cael 10509) 12258 1 749 — 47 61,0 19,2 6,1 13,7 
379 3 353 2774) 787 10052 1212 1471 aS} | 61,3 19,3 61 13,3 
475 3212 2747 7995 10742) 12266) 1524 =e 61,3 19,4 5.9 13,4 
82 2 765) 8205 10770 12614 1844 I 61,7 18,8 539 13,6 
438 ‘ 331 2 512 8019 10731 12808 2077 6 62,1 18,7 5,8 sun 
396 3591 | 2748 8192 10940) (12985 2045 | 122 62,3 18,7 547 13,3 
| 414 3.693 275 8254) | 11007| 13116) 2 109 98 | 61.5 19.5 5-6) | 13.4] 
3 320 273 1837 11159) 12852) 1 693 120 | 62,0) 18,9) 5.6 1 T 3.5 
2816 827 11092 12727 1 635 126 | 62,1 | 19,1 5,8 | 13,0 
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III. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE. 


; Deposits Bank : > ‘Turnover at the Stock- . : 
Year series Peres P. at Pe Be beg Mields on Bonds” ls olm Stock Exchange? Share 
Mics pia a oe Se = 
: Sergi J t 
Month} Deposits* | Advances? | Bonds* Bank® Riksbank Service pt Posie Bonds Shares ace ; 
Million kr. | Million kr. | Million kr.| Million kr.| Million kr. Million kr. % % 1000 kr. | 1 000 kr. , 
1938 3 685 3,069 829 618 31 380 24 986 2,32 | 2,92 243 931 146 
1950 7 rel 6994 879 2 143 109 31 167 415 3,16 | 3,10 34 763 158 
1951 7 802 7 341 820 2325 149 12 203 COQ 3,27 | 3,40 6 787 172 
1952 8 458 7934 865 2 633 172 186 240 900 3,31 3,62 298 583 152 
95 | 
1953 | 9081 8 562 915 2840 | 157537 | 256280 3,30 | 3572 294 530 146 
| 195+ 9 699 Deze 967 2050 175 890 279 958 3539 3,70 292 834 180 
| I954 | 1955 | 1954| 1955 | 1954 | 1955| 1954) F955 | 1954\ 1955 | 1954\ 1955 \F9S4F\L9SS 19541955 1954) T95S 1954 1955 1954\1955 19 
| ‘ sie pee ei 
| | | 
Jan. 2 876] 3 065|14506|15786|16 672/28 756) 3,23| 3,36| 3,60| 3,81 274) 373) 821) 883) 16 | 205 
Feb. : : : 2 892] 3 085]11462|12097|25 609/17 449] 3,22] 3,39] 3,59| 3,94, 362| 285) 815| 760 168 200) 2 
Mar. |9 565 8 786) 942 2 893| 3 092|15146'15610| 30 336/17 323) 3,22) 3,40 3,58) 4,03) 438) 305 892|1015| 165] 204 
April : : : 2 888 12829 17 658 3,22! 3,48] 3,61| 4,16, 261 784. 167| 208 
May : : : 2875 15081 31 189 3,22 3,61 420 995 175 
June |9 569 8 937 944 2877 15083 18 610 3,22 3,65 275 91 174 
July . . . 2 898 16575 28 952 3,22 3,62 205 836 185 
Aug. : : ; 2917 11367 14.997 3,23 3,63 198 I 192 
Sept. | 9 685 9075 944 2924 15 27 334 3:23 3,70 200 23 191 
Oct. : : : 29 15004 18 461 3,65 4,14 237 g48 190 
Nov. . . : 2 94 oy 28 268 3,48 3,85 287 24 197 
| Dee. |9 699 9 224 967|  |2950 17636 21 872 3,40 377, 353 739 196 
1 At the end of each year or month. — * Calculated on market prices at middle of months. The yearly figures represent averages of the 
figures. — * Averages per Stock Exchange business day. 
IV. OTHER STATISTICAL DATA. 
é : c Whole Sale Price Index 
; National Debt . Foreign Trade a Unemploy- Meg (1935 = 100) Cost of |Waa 
Year } Export (+)| duction eee ee | Living | Kile 
Meath Total poner Imports | Exports ckiaoe Index * oo Import | Export All _Index | of L 
Nes (—) Surplus} 1935 = 100 Goods Goods Goods |1935=100) T 
Million kr. | Million kr. |Million kr.|Million kr.} Million kr, % 
1938 2 566 2 443 2 082 1 843 — 239 123 10,9 111 120 111 | - 
1950 12 a 8 949 6 102 5 707 — 395 197 2,2 332 314 227 101 
1951 12 823 9 037 oe 225 + 4! 206 1,3 432 562 299 117 
1952 12710 9 631 947 134 — 813 202 2,3 407 44! 317 126 
1953 13 852 10 369 8 161 7657 — 504 205 2,9 375 37 298 128 
1954 15 059 11 862 9194 | 8217 — 997 210 2,6 305 Ae o78 297 129 
1954 | 1955 | 1954\ 1955 1954, TD55\19S4\ 29OSS\ 1954 | 95S | F954 TOSS 1954 I9SS5\I9S4, 1955 1954, L955 1954, 1955 1954) 1955 195: 
— So = = ee See ae See eee [ee ere 
Jan. | 13 810] t5 287\10360)12034 de 844 | §85 | 707 |—1415|/—137| 212|223| - 384 386. 385 | 388 | 296 300] - 
Feb. | 14055] 15 492/10747 12133 641 | 842 | 490] 655 |—151|—187] 213 | 227] 4,7 387 | 381 | 382| 390|296| 302| - 
Mar. | 13 704] 14 815|10932|12185| 804 | 926 | 600 583 —204|—343) 218 | . 393 | 381 296 | 129 | 130 
April | 14.055 11069 761 612 —149 223 2,4 388 | 378 297 j 
May | 13629 10926 777 782 + 5 223 : 389 | 378 296 Le 
June | 13 587 10934 (712 734 + 22 226 1,7 38 378 298 130 
July | 14040 |10908 735 742 yaren 114 5 390 | 379 297 129 
Aug. | 14198 10906 719 627 = 198 209 1,5 383 13 ee 129 
Sept. | 14 100 |11075 772 716 — 56 222 ; 377 | 379 295 129 
Oct. | 14655 |10577 816 772 - 226 1,4 381 + 382 296 12 
| Nov. | 14616 111096 844 748 — ee: 232 : 381 | 383 298 a 
j Dec. 15 059 11862 gio 812 — 98 229 384 | 386 299 129 131 


‘ At the end of each year or month. — * The yearly figures up to and including 1950 according to the Board of Trade, the other 


to the Federation of Swedish Industries. — * The 
on State Railways. 


yearly figures represent averages of the monthly figures. — * Million kilometres pe 
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SKANDINAVISKA BANKEN 
AKTIEBOLAG 


Statement of Condition February 28", 1955 


ASS BAGS 

Cash in hand and with the Riksbank . Kr. 155,736,000 
Bonds and Treasury Bills 748,185,000 
Loans and Discounts 2,811,312,000 
Swedish Banks and Savings Banks Cie teers 42,678,000 
Banks abroad 102,106,000 - 
Sundry Accounts Eom 12,923,000 
Shares 21,439,000 
Buildings, Furniture and Fittings » 33,495,000 

Kr. 3,927,874,000 


CVA BILEVIES 

Deposits . Kr. 3,343,166,000 
Swedish Banks and Savings Banks . . . 37,706,000 
Banks abroad a Pr 77,318,000 
Sundry Accounts 199,684,000 
Share Capital ..... Kr. 161,760,000 
Reserve Funds .. . . . « « ~ » 108,240,000 » 270,000,000 

Kr, 3,927,874,000 


Boliden @ 


y 
Goteborg, Stockholm, Malms a Skellefted 
© (Principal Offices) ee elleftea @ 


@ Place with 10000 - 90000 inhabitants 


e@ » » less than 10000 


In all 214 branches 


at 167 different places. 
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Hailsingborg 
Tamiskrae . Krisanstad 
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